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7 DEPARTMENT OF REVENUE Tax 2.02
Chapter Tax 2
INCOME TAXATION, RETURNS, RECORDS AND GROSS INCOME
Tax2.01 Residence. Tax2.50 Apportionmentof apportionable income of interstate public utilities.
Tax 2.02 Reciprocity. Tax 2.502 Apportionment of apportionable income of interstate telecommuni
Tax 2.03 Corporation returns. cations companies.
Tax 2.04 Information returns and wage statements. Tax 2.505  Apportionmentof apportionable incomef interstate professional
Tax 2.05 Transfers of capital stock, information return. sportsclubs.
Tax 2.07 Earned income tax credit. Tax 2.60 Definitions relating to combined reporting.
Tax 2.08 Returns of persons other than corporations. Tax 2.61 Combined reporting.
Tax 2.085 Claim for refund on behalf of a deceased taxpayer Tax 2.62 Unitary business.
Tax 2.09 Reproduction of franchise or income tax forms. Tax 2.63 Controlled group election.
Tax 2.10 Copiesof federal returns, statements, scheduesuments, etc. to Tax 2.64 Alternative apportionment for combined groups includismecial
befiled with Wisconsin returns. izedindustries.
Tax 2.105  Noticeby taxpayer of federal audit adjustments and amended returiisx 2.65 Designated agent of combined group.
Tax2.11 Credit for sales and use tax paid on fuel and electricity Tax 2.66 Combined estimated tax payments.
Tax 2.12 Claims for refund and other amended returns. Tax 2.67 Combined returns.
Tax 2.30 Property located outsidei¥¢onsin — depreciation and sale. Tax 2.82 Nexus.
Tax 2.31 Compensatiomeceived by nonresident members of professional atfTax 2.85 Penalty for failure to produce records undefis80 (9m) Stats.
letic teams. Tax 2.87 Reduction of delinquent interest rate undetis82 (2) (b) Stats.
Tax 2.32 Economic development surclyar— gross receipts defined. Tax 2.88 Interest rates.
Tax 2.39 Apportionment method. Tax 2.89 Estimated tax requirements for short taxable years.
Tax 2.395  Alternative method of apportionment. Tax 2.90 Withholding; wages.
Tax 2.41 Separate accounting method. Tax 2.91 Withholding; fiscal year taxpayers.
Tax 2.44 Permission to change basis of allocation. Tax 2.92 Withholding tax exemptions.
Tax 2.45 Apportionment in special cases. Tax 2.93 Withholding from wages of a deceased employeel from death
Tax 2.46 Apportionment of apportionable income of interstate air carriers. benefitpayments.
Tax 2.465  Apportionmentof apportionable income of interstate air freight for Tax 2.935  Reduction of delinquent interest rate undef1s82 (2) (d) Stats.
wardersaffiliated with a direct air carrier Tax 2.94 Tax-sheltered annuities.
Tax 2.47 Apportionmentof apportionable income of interstate motor carriersTax 2.95 Reporting of installment sales by natural persons and fiduciaries.
Tax2.475 Apportionment of apportionable income of interstate railroads,Tax 2.955 Credit for taxes paid to other states.
sleepingcar companies and car line companies. Tax 2.956  Historic structure andehabilitation of nondepreciable historic prop
Tax 2.48 Apportionment of apportionable incoroéinterstate pipeline com erty credits.
panies. Tax 2.957 Relocated business credit or deduction.
Tax2.49 Apportionmentof apportionabléncome of interstate financial insti  Tax 2.96 Extensionsof time tofile corporation franchise or income tax returns.
tutions. Tax 2.98 Disaster area losses.
Tax 2.495 Apportionmentof apportionable income of interstate brokers—dealTax 2.986 Registration of a business under3.03 (69) Stats.

ers,investment advisers, investmeaimpanies, and underwriters. Tax 2.99

Dairy and livestock farm investment credit.

Tax 2.01 Residence. Individuals claiming a change of incometo the extent the individual'state ofesidence imposes an
residencei.e., domicile, from Wéconsin to another state shall fileincometax on the personal service income, if the state of residence
form 1-827, “Residence Questionnaire”, or the “Residence Queslows either of the following:
tionnaire”which is a part of the INPR income tax form, with the 1. A similar exclusion for personal service income eaimed
Wisconsindepartment of revenue by attaching it to theisadn-  individualsdomiciled in Wsconsin while working in that state.
sinincome tax return for the year they claim to have changed resi 2 A credit against the tax imposed by that state on the per
dence,and shall furnish other information the departm®aty  sonalserviceincome equal to the ltonsin tax on the personal
require. _ ) serviceincome.
wvavatr%ve';ﬂren.]vii.r;cf\y be obtained from the departmeitevenues web site at (b) U_nder_s.?l.64 (8) Ste}ts., a Wcon_sin enjplt_)yeof anon

Note: SectionTax 2.01linterprets s71.02 Stats. residentindividual residing in a state with whichi¥¢onsin has
s Hitstorg: 15624—5'\?r- (11()); reﬁmirg- gz) Gtg'be (é); rerzumF- (g) to bel 5(927)5&1]\? ngistgr, areciprocity agreement under sib) need not withhol&\Viscon-
Sff_%rg;r_e&)’ e (2)5§nd am_Regi';t‘g; Jﬁgslggf ,\lrg_ag’?%ﬁ_ '8_2'_87?‘;;1_ sin incometax from personal service income earned iisansin
RegisterFebruary 1990, No. 41peff. 3-1-90. by the nonresident.
(4) AGREEMENTSWITH OTHERSTATES. (&) Wsconsin hagor-
mal reciprocity agreements with:
thereciprocity agreements betweerisddnsin and other states. 1. Kentucky for the years beginningn and after January 1,

(2) DeriNniTioNs. The following definitionspertain only to  1961.

Wisconsin. Definitions of the same terms in other states may vary 2. lllinois, for the years beginning on and after January 1,
In this section: 1971.

(a) “Personal service income” means all salaries, wages, com 3. Michigan, for income earned after October 1, 1967 and
missionsand fees earned by an employee and all commisaimhs yearsbeginning on and after January 1, 1968.
feesearned bya self-employed person in the conduct of a profes 4. Minnesota, for the years beginning on and after January 1,
sion or vocation. Personal service income does not includees.
income derivedfl’om aCtiVitieS inVOlVing the SubStantial use Of (b) V\/isconsin practices reciprocity W|th |ndiana’ Since prior
capitalor labor of others. to 1960, on the basis ah informal agreement and acquiescence

(b) “Resident” means a natural person who is domiciled in tHiy Wisconsin and Indiana.
state. (5) EFFeCT OF RECIPROCITY. (@) Personal service income

(3) WisconsiNLaw. (&) Under s71.05 (2) Stats., income includedunder reciprocity agreements is taxed by an emplsyee’
earnedby a nonresident individual for performing personat sestateof residence rather than layn employee' state of employ
vices in Wisconsin shall be excluded fromisfonsin gross ment. Wisconsin will not tax personal service income earned in

Tax 2.02 Reciprocity. (1) PurpPosk. This sectiorexplains
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Tax 2.02 WISCONSINADMINISTRATIVE CODE 8

Wisconsinby residents of states with whichidonsin has reei  exclusion,but the partnership profire not excluded. Distribu

procity, and those states may not tagrsonal service income tionsfrom atax—sheltered annuity are also considered subject to

which a Wisconsin resident earns in those states, except the reciprocity exclusion.

describedn subs(6), (7), (8) and(9). (b) To qualify for the reciprocity exclusion, the Minnesota
(b) For personal service income included undsiprocity agreementequires the taxpayer to have a place of abodeisa W

agreementsan employer need only withhold income taxtloe ~ consin,and the taxpayer is required to customarily return to it at

stateof residence of an employee. least once a month. _
(c) Federal law regulates withholding erages earned by ~ (10) PROCEDUREFOR NONRESIDENTS. (&) Nonresident per
employeesngaged in interstate transportation activities. sons,other than residents of Minnesota, employed iacghsin

Note: Additional information on withholding on wages earned by employee@rld residing in a state With_WhiCh ig¢onsin has reCip_rOCity Sha”
engagedn interstate transportation activitiemy be obtained by writing toi¢on-  file form W-220, “NonresidenEmployees Wthholding Reci
sin Department of Revenue, Compliance Burea®. Box 8902, Madison, WI procity Declaration,” with their Wsconsin employers tde
53708. . Do § A

exemptfrom withholding of Wsconsin income taxes. Upon

(6) PROVISIONS OF AGREEMENTWITH ILLINOIS. (a) The reei ; ; p . h g
procity agreement with lllinois is limited to “wages, salaries, €0 eceiptof this form, Wsconsin employers may not withhalds
nsinincome tax from Wéconsin personal service income of the

missions,and any other form of remuneration paid to employe lovee
for personal services.” Howevéhe agreement doest extend ployee.

to fees of lawyers, accountants and other self-employed person&?) Persons who are residents of Minnesota employedsn W
deriving personal servicencome, to lottery winnings, or to per consinshall file form W-222, “Statement of Minnesota Resi

; Dy dency,”with their Wisconsin employers to be exempt from with
sonsidentified in pars(c) and(d). . o ;
(b) The IIIinoisplncE)) e 'a’x(A)ct Article 15, section 1501 (a) holding of Wisconsin income taxed-orm W-222 should be filed

(20), defines aesident a%an individual (i) who is in this State for Vz)'tg'rr:eg\;\? gr?\y?oOfe??r?Iwégg sei;n%?)érgt(;rgtnlsnﬁiﬁb nl\sllllr:1 'n%r;%?glrgsi
otherthan a temporary or transitory purpose during the taxabl encywhile gon};inuin to Work in \lgconsin % on receint of
year; or (i) who is domiciled in this State but is abseptrirthe his %rm Wsconsin %m lovers mav not Withﬁoldisuongin
Statefor a temporary or transitory purpose during the taxable come tax from Wsconginypersongl service income of the
year.” Because of the dédrences in the definition of resident for

i . ; C . ~'employee. To continue the exemption from year to yeanew
lllinois and Wsconsin purposes, a perstomiciled in Wsconsin — - : '
may simultaneously be a resident of lllinois, operson may be form W-222 is required to be filed by January 31 of each year

domiciled in lllinois but not be a resident of lllinois. () The reciprocity exclusion does not apply tesgansin lot
Example: A person is domiciled in ¥&consin and takes a job in lllinois. Theper tery winnings of nonresident PErsons.

sondoes not intend to give up his or heis@nsin domicile, but instead intends to (_11) PROCEDUREFOR W'SCO_NS'N R_ES|D_ENTS- (a) Wsco_nsm

returnto Wisconsin once his or her job in lllinois is completed, in 2 to 3 yearsesidenteemployed ima state with which \lconsin has reciprec

Assumethat lllinois considers the perserstay in lllinois as othehan temporary or ity shall file form 1-ES. “Wisconsin Estimated ak \bucher.”

transitory. Therefore, the person is a resident of lllinois. The person is also a residg . ! . X !

of Wisconsin because he or she is still domiciled iadahsin. with the Wisconsin department of revenue if their out-of-state
Note: The term “temporary or transitory” as used in the definition of an lllinoi€mployersdo not withhold Visconsin income tax from their per

residentset forth in sub. (6) (b) is not defined in either lllinois law or regulationssonal service income and if they will have disignt Wisconsin
Thereforewhether or not the purpose for which an individual is in, or is absent fro

lllinois is temporary or transitory in character depends upon the facts and-circu.r%X “ab'“ty to be reqU|red to make payments of estimated tax.
stancesf each particular case. (b) Wisconsin residents may have their employers cease with
(c) The reciprocity agreement with lllinois does not apply taolding the otherstates income tax from their personal service
any form of compensation described in .p@) paid on or after incomeand may claim a refund from that state if income taxes are
Januaryl, 1974 to any individual who, at the time of payment, igithheld from their personal service income after thieefve
simultaneousha resident of lllinoisind a domiciliary of Wécon-  dateof a reciprocity agreement.
sin. All income of this person is taxable bysdonsin. However () Wjsconsin residentsaring personal service income in
a credit against Wconsin income tax may be claimed for incomgateguhere it is taxable by the other state may claim a credit on
tax paid to lllinois. their Wisconsin income tax returns for net income taxes paid to
(d) Anindividual who is domiciled in lllinois but is not a resi thesestates.
dentof Illinois is subject to the Wconsin income tax on income  Note: Refer to sTax 2.9550r information on the credit for tax paid to other states.
earnedn Wisconsin. (12) DELINQUENT TAXES. Reciprocity agreements do not
(7) PrROVISIONSOFAGREEMENTWITH MICHIGAN. The reciproe  affect the withholdingof delinquent Visconsin income taxes,
ity agreement with Michigan is limited to income from “personahterest,penalties and costs undei74.91 (7) Stats.
servicesjnduding salaries, wages or commissions.” The agree Note: Forms may be obtained from the departmeitevenues web site at

. . . i i : w.revenue.wi.gov
mentdoes not include income which Michigan considers to lryQ\l’\lote: Out-of-state employers of ¥¢onsin residents wishing to withholdsA/

“bUSinefssmcomev" such as fees of self-employed persons such.gssin income tax from those employees’ incomes may coniacbéin Depart
professionals. ment of Revenue, Compliance Burea®.FBox 8902, Madison, WI 53708.

a Note: The State of Maryland enacted an income tax Glw1, Laws 1992, 1st
(8) PROVISIONS OF AGREEMENTS WITH INDIANA AND KEN Spec.Sess., on May 1, 1992, which resulted in the termination of reciprocity between

Tucky. The reciprocity agreements with Indiana and KentuckyjisconsinandMaryland, efective for taxable years beginning after December 31,

arelimited to wages, salaries and commissions. 1991. Prior to enactment dflaryland Chl, Laws 1992, 1st Spec. Sessis¥énsin

. practicedreciprocity with Maryland since prido 1960, based on an informal agree

(9) PROVISIONSOFAGREEMENTWITH MINNESOTA. (@) Thereei mentand acquiescence byistonsin and Maryland. Under tpeovisions of prior
procity agreement with Minnesota is limited to income from peMarylandlaw and s71.05 (2) Stats.a Wsconsin resident could exclude from Mary
sonalservices including wages salaries tipS fees Commissiolﬁgdtaxation,the income from salaries, wages, and compensation for persenal ser

. » ¢ : X ! dsto the extent lconsin taxed the i f and sieailar treatment t

bonusesor similar eamings, provided the taxpayer personallffyviandresidents. o o accorseat Teatment o
r(_end_erslhe services. The reciprocity exclusion for perso_nal SEer Note: SectionTax 2.02interprets ss71.05 (2)and71.64 (8) Stats.
vice income does not apply where the personal or professional sMeHisgolr)ézg 1C'Z Rellgzigg/:prlil 3378, N&)2(6)8(¢1f. 5—)117%;1 )r (ar;dl recz1 R?g)is(Feﬂ )

1 H H H arcn, , NO. L 4-1-91; am. a) (intro.), 1., a)l.to4., intro.),
viceincome is earned as a part of a business opesgtBT tax o & ) (and (8). 1 (4) (b) 1. and 2. and (8), renum. (10) to (13) 1o be (8)
payerw_hlch has employees that do more _thmrdental duties for to'(12) and am. (10) (a), (b),{)L(a) and (12)Register April, 1993, No. 448eff.
the business, or where there is the saldelivery of goods which 5-1-93.
is more than amcidental part of the business. A parteeralary
from a partnership where the selling of goods or services of theTax 2.03 Corporation returns. (1) Forms. The depart

employeess more than incidental is subject to the reciprocitynentshall provide forms for filing franchise or income tax returns
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RegistetMay 2015 No. 713 page is the date the chapter was last published. Report errors (608) 266-3151.


http://docs-preview.legis.wisconsin.gov/document/statutes/35.93
http://docs-preview.legis.wisconsin.gov/document/statutes/35.93
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.02(6)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.02(7)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.02(8)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.02(9)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.02(6)(c)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.02(6)(d)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.02(6)(a)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.955
http://docs-preview.legis.wisconsin.gov/document/statutes/71.91(7)
http://www.revenue.wi.gov
http://docs-preview.legis.wisconsin.gov/document/statutes/ch.%201
http://docs-preview.legis.wisconsin.gov/document/statutes/ch.%201
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(2)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.02
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(2)
http://docs-preview.legis.wisconsin.gov/document/statutes/71.64(8)
http://docs-preview.legis.wisconsin.gov/document/register/268/b/toc
http://docs-preview.legis.wisconsin.gov/document/register/423/b/toc
http://docs-preview.legis.wisconsin.gov/document/register/423/b/toc
http://docs-preview.legis.wisconsin.gov/document/register/448/b/toc

Publishedunder s35.93 Wis. Stats., by the Legislative Reference Bureau.
9 DEPARTMENT OF REVENUE Tax 2.04

andcredit claims. Except as provided infax 2.09or as other within this state, whether taxable or not under7d.Stats., are
wise approved by the department, tax returns and codglihs requiredto file with the departmenpn federal form W-2 or
shallonly be filed using the forms prescribleg the department. 1099-R,or on Wsconsin form 9b oother forms approved by the
(2) INFORMATION RETURNS. Information returns required of department, a statement of certain payments made within the pre
corporationsare specified in slax 2.04 cedlr_lgcalendar yearAs provnded in sutiﬁ),_the departme_nt may
(3) FiLING RETURNS (a) Except as provided in pés) ands. "équire such statement be filed electronicallffor individuals
Tax 2.67 (2) (h)all forms and information required to be filed oVho are residents of tonsin, the statement shall set forth the
furnishedby corporationshall be filed or furnished by providing salaries, wages, bonuses, commissions, annuities, pensions,
the information requested on the appropriate forms, signing tHeiirementpay fees, orother remuneration paid for services
returnsor forms as appropriate and submittthgm by one of the Whethersubject to withholding or not. For individuals wae

following means: nonresidentsthe statement shall include all payments for the per
o : . formanceof personal services in i¥¢onsin, whether subject to
1. Filingthem by the use of electronic means as prescnbed\;@}{hholding or not, except retiremeptan distributions identified

the department. in s.Tax 3.085as being exempt from Mtonsin income tax. A

2. Mailing them tathe address specified by the department gy ny of federal form 1099 may be filed in lieu ofistfonsin form

the form or in the instructions. o 9b. The following shall also apply with respect to compensation
3. Delivering them to the departmemtto the destination that for services:

the department or the department of administration prescribes. (a) All payments which are wages within the definition under

(b) 1. The department may require the franchise or indame s 71 63 (6) Stats., regardless of amount, shall be reported en fed
returnof a corporation be filed electronicallyThe department erg| form W-2. As provided in sul{6), the department may
shallprovide notification at least 90 days prior to thee date of yequiresuch form be filed electronically

the first franchise or income tax return required to be filed-elec
tronically of the requirement tfile electronically This paragraph
doesnot apply to combined returns subject to the electronic fili
requiremenin s.Tax 2.67 (2) (b)

(b) All payments which are not wages within the definition
rJﬁi‘;ders.71.63 (6) Stats., but from which W&tonsin income tax
sbeen withheld, shall be reported on federal form W-2 or

. . 099-R,as appropriate. As provided in s@®), the department
2. The secretary of revenue may waive the requirement to yrequire such form be filed electronically

thefranchise or income taveturn of a corporation electronically ¢) Payments of $600 or more whiafe not wages within the

when the secretary determines that the requirement causes apn-’.. - . .
unduehardship, if t¥1e person does all of the(}ollowing: deﬁnltlon under s71.63 (6) Stats., and frorwhich no Wsconsin

R ts the waiver in writin ing Form EET—102. £l incometax has been withheld, shall be reported ascdhsin
. onaé F.ﬁ?u? SEIeet oﬁ'cePa ok t%\'l;/z %eo st =1€0rm 9b or federal form 1099. As provided in s(8), the depart
ronic Filing or =lectront ymen! r kéquest. mentmay require such form be filed electronicalljowever if
Note: Form EFT-102 should be-mailed toDORWaiverRequest@reve- h | f h f 2 ired
nue.wi.goy faxed to (608) 267-1030, or addressed to MandafeaNRequest, - the paymentvas to an employee for whom a form W-2 is require

consin Department of Revenue, Mail Stop 5-77, PO 949, Madison, Wi underpar (a) or (b), the paymentiegardless of amount, shall be
53708-8949.Form EFT-102 may be obtainedhtp://iwww.revenue.wi.gov/html/  includedon form W-2.
formpub.htm]) under either “a&x Return Information” or “@x Return Guidelines.”

b. Clearly indicates why the requirement causes an un
hardship.
3. In determiningwhether the electronic filing requirement

ue(d) All statements required shall be filed with the department
dby JanuanBl. Form WT-7, “Employés Annual Reconciliation
of Wisconsin Income 8 Withheld From Vdges,” shall accom
pany the statements submitted, if the employer is reqtorbd

causesan undue harfjshlp, the secretaryesenue may consider registeredo withhold Wsconsin income taxes from employees’
the following factors: wages

a. Unusual cwcumstancﬁ&atmay prevent the person from Note: Forms W-2, 1099-R, 9b, and 1099 that are not required to be filed electroni

filing electronically cally may be delivered in person to the Department of Revenue atRif85ck
. ; oad,Madison, Visconsin or mailed to the department. Forms 9b or substitute forms
Imléﬁ?gple. The person does not haaecess to a computer that is connected to th led on paper may be mailed toistonsin Department of Revenue, PO B982,

. . . _Madison,WI 53708-8932. Other forms may be mailed tis&nsin Department of
b. Any other factor that the secretary determines is pertmen@venuepo Box 8920, Madison, WI 5370%_8920, P

(c) If the returnis a combined return, anficer of the desig  (de) The department may require Form WT-7 be filed-elec
nated agent corporation shall sign the combined return. Signifghically. The department shall provide notification at least 90
areturn includes the process of electronically signing the retutiaysprior to the due date of the first Form WT-7 required to be
Seess.Tax 2.03 2.60, and2.67 for additionalrules relating to filed electronically of the requirement to file electronically

combinedreturns. : :
Note: SectionTax 2.03interprets ss71.24 (1) (1m), and(3), 71.255 (1) (bjand (dm) The secretary of revenue may waive the requirement for

(7), 71.365 (4)and(5), 71.44 (1) (@)and(c) and(1m), and71.80 (18) Stats. a person tofile Form WT-7 electronically when the secretary
History: 1-2-56am.Register Septemberl964, No. 105f. 10-1-64; amReg-  determineghat the requirement causes an undue hardship, if the
ister,March, 1966, No. 123%f. 4-1-66, amRegistey February1975, No. 230eff. rson Il of the following:
3-1-75;am.Register Septemberl977, No. 26]1eff. 10-1-77;am.Register Sep Perso does all of the .0 O, g,. .
tember,1983, No. 333ef. 10-1-82; am. (1) (a), (c) and (d), renum. (1) () to () and 1. Requests the waiver in writing using Form EFT-102, Elec
(2) to be(1) (g) to (k) and (3) and am. (1) (h) and (k) and (3)X1r(f), ()) to (0) and  tronic Filing or Electronic Payment &iver Request.
(lZQ)éIge,\glalstgrlJuI)'{fl;)Sz,glg. 379&31{ 8—}?—87.;ran’\5|1 reclrglg,Sam' (327Reg11flsée;ilu85e_, Note: Fo?m EFT-102 should g/e—mailed toDORV(\:IIaiverRequest@reve—
CRO’2—833 416- N o ,ra}[n krecr eg|sLer 1ay,. O fe gy d (sfiue.wi.goy faxed to (608) 267-1030, or addressed to MandaigéVRequest, W-
. (1) @), renum. (1) (K) to () fo be (1) () to (w), ar_n.( ) (), (0) an (Sgonsin Department of Revenue, Mail Stop 5-77, PO HB®949, Madison, WI
?“? (4)) b ‘XLRegg‘%’ﬁgt"';’e(gf‘;ozsﬁ‘%g@- tllgl‘ozégggeﬁ“"gggg” 53708-8949.Form EFT—102 may be obtainechatp:/jwww.revenue wi.gov/html/
intro.) made under s13. m ., StatsRegister June 0. : ) . y P
10-095r. and recr(1), (3), r (4) Register Novemb%r 2010 No. 65, 12-1-10.  formpub.htm) under either “&x Return Information” or “@x Return Guidelines.”

) 2. Clearly indicates why the requirement causes an undue
Tax 2.04 Information returns and wage statements. hardship.

(1) DE"F'N'T'ONS' In this se;ctjon: o (ds) In determining whether the electronic filing requirement
(a) “Pass-through entity” has the meaning given ifls775  causesan undue hardship, the secretaryesfenue may consider

(1) (b), Stats. o ~ thefollowing factors:
_ (b) “Person” means an individuatust, estate, partnership, 1. Unusual circumstances that may prevent the person from
limited liability company association or corporation. filing electronically

(2) COMPENSATION FOR SERVICES. Under 5571'65 (2) 71'_71_ ) Example: The person does not ha@ecess to a computer that is connected to the
(2), 71.72and71.80 (20) Stats., all persons carrying on activitieSnternet.
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Tax 2.04 WISCONSINADMINISTRATIVE CODE 10

2. Any other factor that the secretary determines is pertinesecretarydetermines that the requirement causes an undue hard

(e) Sectiong’1.65 (5)and71.73(2), Stats., permit a thirty—day Ship, if the payer does all of the following:
extensionof time to file the statements described in this subsec 1. Requests the waiver in writing at least 30 days before the
tion. A written request may be mailed or faxed to the departmehie date for filing the wage statements or information returns
andto be efective shall be postmarked or faxed on or befbee using Form EFT-102, Electronic Filingr Electronic Payment
duedate of the statements. Waiver Request.

Note: Written requests for extensions may be mailed isc@nsin Department of Note: Form EFT-102 should be-mailed toDORWaiverRequest@reve-
RevenueMail Stop 5-77, PO Box 8902, Madison, WI 53708-8902 or fax¢608)  nue.wi.goyfaxed to (608) 267-1030, or addressed to MandaieaVRequest, W-
264-6884. consin Department of Revenue, Mail Stop 5-77, PO H949, Ma_dison, WI

(3) RenTs anD ROYALTIES. Under 5s71.70and71.80 (20) 557993545 o EFT-102 may be coianeda /vy venue vt o
Stats. except as provided in pat), all persons making payments Clearly indicates why the requirement causes an undue
of rents and royalties of $600 or more to individuals who are re%hrdshi
dentsof Wisconsin, regardless of where the property is located, P . o )
andto nonresident individuals if the property is located isdth- (d) In determining whether the electronic filing requirement
sin, shall file with the department, on form 9b or an approved sufuSesan undue hardship, the secretaryesfenue may consider
stituteform, a statemerdf payments made in the preceding calerin€ following factors:
dar year As provided in sul{6), the department may require such 1. Unusual circumstances that may prevent the payer from fil
statemenbe filed electronically The following shall also apply ing electronically

with respect to rents and royalties: Example: The payer doesot have access to a computer that is connected to the
(a) A copy of federal form 1099-MISC may be filed in liglu '"e™et o .
Wisconsinform 9b. 2. Any other factor that the secretary determines is pertinent.

(b) Corporations shaflle the statement with the department (7) COMBINED FILING PROGRAM. Payers whearticipate in the

by March 15and payers other than corporations shall file by Apfiombinedfederal/state filing program with the internal revenue
15. serviceand report to the internal revenue service items wdrieh

Note: Forms not required to be filedectronically may be delivered in person to requiredto be filed on Wsconsin form 9b or a substitute form, are

the Department of Revenue 2135 Rimrock Road, Madison,i¥¢onsin or mailed Not required to file separaieformation returns for those items
to Wisconsin Department of Revenue, PO Box 8932, Madison, WI 53708-8932ith the department of revenue.

(c) No extension of time for filing forms 9b or substitute forms Note: Under the combined federal/state filing program, the internal revenue ser
to report payments of rents or royalties may be allowed. vice will forward information from the information returts the department of reve
n

. . . e.

(d) The requirement to file form 9ir a substitute form does gy F\ ccTroNICFILING REQUIREMENTFORTAXES WITHHELD BY
notapply to persons other than corporations who do not deduct th S-THROUGHENTITIES. (@) Except as provided ar (b), the
paymentsin determining isconsin taxable income. departmenimay require a pass-through entity to electronically

(4) GAMBLING WINNINGS. (a) Under s71.67 (4) (c) Stats., the file its return for nonresident withholding taxes undetis775
administratorof the gaming commissionlottery division shall Stats.
file with the department a statement of winnings for each lottery (b) The secretary of revenue may waive the requirement to
prize of $2,000 or more paid in the preceding calendar year gjgectronicallyfile the return under pata) when thesecretary

(b) Under s71.67 (5) (d) Stats., all persons licensed to spondetermineghat the requirement causes an undue hardship, if the
sorand manage races undes62.05 (1) (bpr(c), Stats., shall file pass—through entity does all of the following:

with the department a statement of winnings for gust mutuel 1. Requests the waiver in writing using Form EFT-102, Elec
wagerpayment of more than $1,0@aid in the preceding calen {qnic Filing or Electronic Payment diver Request.
daryear Note: Form EFT-102 should be-mailed to DORWaiverRequest@reve-

(c) The winnings required to be reported in p&3$and(b) nue-wi-govfaxed to (GfOBR) 267—103'\0/i qlr aéddressse7d7toplvlgndaiegN?Aeqdqest, WV-VI
_ nsin Department of Revenue, Mail Stop 5-77, B949, Madison,
shallbe reported on federal form W-2G or on an approved SUbgg708—8949.Form EFT-102 may be obtainechtp://www.revenue.wi.gov/html/

tuteform. As provided in sul{6), the department may requireformpub.htmj under either “&x Return Information” or “ax Return Guidelines.”

suchform be filed electronically 2. Clearly indicates why the requirement causes an undue
(d) The statementequired in parga) and(b) shall be filed hardship.
by January 31. (c) In determining whether the electronic filing requirement

Note: FormsW-2G or substitute forms not required to be filed electronically m i avie i
bedelivered in person to the Department of Revenue at 2135 Rimrock Road, Maé usesan undue hardShlp’ the secretary nue may consider

| : .
son,Wisconsinor mailed to Visconsin Department of Revenue, PO Box 8920, Madﬁ efollowing factors:
son,WI 53708-8920. 1. Unusual circumstances that may prevenipémes—through
(e) No extension of time for filing forms W-2G or substituteentity from filing electronically

fOfmStO_fePort payments of lottery prize winningspari-mutuel Example: The pass—through entity does not have accessdmputer that is cen
wagerwinnings may be allowed. nectedto the Internet.

(5) DISALLOWANCE OF DEDUCTIONS. Items tobe reported on 2. Any other factor that the secretary determines is pertinent.

formsW-2, 1099-R, 9b or substitute forms may be disallowed ag\ote: The requirement to file consin wage statemengsinformation returns
; ! g]ectronically for persons required to file 50 or more wage statements or 50 or more

deductionsrom gross income if not properly reported. of any one type of informatioreturn with the department ifettive January 1, 2010,
(6) ELECTRONICFILING REQUIREMENT. (@) Under s71.80 (20) asa result of the repeal and recreation afis80 (20) Stats., by2009Wis. Act 28

Stats.,if a person is required to file 50 or more wage statementd\ote: The requirement of payers to report lottery prize winnings and pari-mutuel
- wagerwinnings to the department idettive with winnings received by a payee on

or 50 or more of anyne type of information return with the or after AugustL2, 1993, as a result of the creation Gtis67 (4) (Cand(5) (d), Stats.,
departmentthe person shdiile the statements or the returns elecby 1993 Ws. Act 16

tronically, by means prescribed by the department. Note: SectionTax 2.04interprets ss71.26 (3) (e)71.63 (3m)71.65 (2) 71.67
(4) and(5), 71.7Q 71.71 (2) 71.72 71.738 (2m)71.74 (4)and71.80 (20) Stats.

(b) If a payer participates in the combined fed?raVState fiIiU_Q]History: 1-2-56 am.Register September1964, No. 105efl. 10-1-64, amReg-
program for forms 1099, the department shall waive the requirger, February1975, No. 23pefl. 3-1-75; amRegistef SeptemberL977, No. 261

: ; : ff. 10-1-77; am. (1), (3), (4) and (6), €f), Registey Septemberl 983, No. 333ef.
ment to file those form$099 or comparable information retumﬁo—l—BB; rand recrRegistey June, 1990, No. 414f. 7-1-90;r. and rect Register,

electronically. May, %j995, I\(Ijo.d473612. 6—1f—i35; emay. am. (1) and (2) (d), .c%) (@) gnd (b), 2)
(c) The secretary of revenue may waive the requirement to @fﬁ}'((b)"“()z‘;‘?de()’s(m’; aﬁgd)'(gS)2;ﬁg}gggge%ﬁ%lg&'éﬁo%ag)7(_} fgé?c(aR)
wagestatements or information returns electronically wtie 10-095 am. (2) (intro.), (a) to (de), (dm) (intro.), 1., (dskro.), 1., (e), (3) (intro.),

Published under s. 35.93, Stats. Updated on the first day of each month. Entire code is always current. The Register date on each
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11 DEPARTMENT OF REVENUE Tax 2.08

(b), (4) (), (d), (8) (&), (b) (intro.), 1., (c) (intro.), L.and recr(6) Register November (f) Annually produce a report summarizing the level of partici
2010No. 659 eff. 12-1-10. pationin and level obenefits provided by the earned income tax
credit program.
(g) Work with other state agencies, public utilities, and other
rganizationgo distribute information about the federal ansW

Tax 2.05 Transfers of capital stock, information
return. (1) All corporationsdoing business within this state,
whethersubject to the franchise or income tax or not, shall fi : . h

: ! onsinearned income tax credit programs.
with the depar‘[ment of revenue onbefore March 15 of each year Note: The federal earned income tax credit, provided under s&2iofithe Inter

reportsof transfers of capitadtock, including disposals, by iRdi nalRevenue Code, Bvailable to eligible individuals and married couples filing a

viduals who were residents of ¥tonsin during the precedingjointincome tax return, who have at least one qualifying diviteg with them. The
calendalyear federalcredit consists of three parts, as follows:

; ; A basic credit, computed based on the amount of adjusted gross income or earned
(2) Transfers of capltal stock shale reported on \léconsin income,and whether the individual or couple had one qualifying child or two or more

form 8 or on other substitute forms approved by the departmeyhilifying children.
andshall be mailed to the id¢onsin Department of RevenueQP A health insurance credit, computed based oarteunt of adjusted gross income

Box 8908, Madison, WI 53708. or earned income, and the amount paid for health insurance that covered at least one
Note: The filing requirement prescribed in €X12.05 was repealed 8913 Ws. qualifying child.

Act 54. An extra credit for a child born during the taxable yemmputed based on
History: 1-2-56am.Registey Septemberl964, No. 105ef. 10-1-64; amReg- adjustedgross income or earned income.

ister,March, 1966, No. 123f. 4-1-66, amRegister February1975, No. 230eff. Note: The Wsconsin earnethcome tax credit is available undef74.07 (9e)

3-1-75;am.Register Septemberl983, No. 333eff. 10-1-83; amRegistey July, Stats. to full-year Wsconsin residents who are eligible to claim the fedesahed

1987, No. 379 eff. 8-1-87; r and recrRegister February 1990, No. 410ef.  income tax credit. The l&tonsin credit is computed as a percentage of the federal

3-1-90. basiccredit, dependent upon whettibe individual or couple have one qualifying
child, two qualifying children, or three or more qualifying children.

. . Note: SectionTax 2.07interprets ss71.07 (9e)yand73.03 (48) Stats.
Tax 2.07 Earned income tax credit. (1) CRITERIA FOR History: Cr. Register November 1993, No. 455ef. 12-1-93.

PROVIDING INFORMATION. The department has establishedftie
lowing criteria regarding the dissemination of information to the
public concerning the federal andistonsin earned income tax; (1) Forms. Thedepartment shall providefafial forms
credits: o _ _ _ _ for filing income tax returns and credit claims. Except as provided
(a) Disseminaténformation to potential claimants in the mosin s Tax 2.09r otherwise approved by the department, tax returns
cost-effectivemanner possible. andcredit claims may only be filed using thes#aidl forms.

(b) Disseminate information to the public through multiple (2) |nFormATION RETURNS. Information returns required of
channelgo increase therobability that potential claimants will personsother than corporations are specified ifax 2.04

becomeavygre of the earned income tax credits. ] (3) FiLING RETURNS. (a) All forms and information required
(c) Utilize volunteer taxpreparers and community—basedo be filed or furnishedby persons other than corporations shall be

organizationghat have personal contact with potential claimantfiled or furnished by providing the information requested on the

to provide earned income tax credit information and assistancgppropriateforms, signing the returns or forms as appropriate and
(d) Clarify the relationship between federal andsttinsin  submittingthem by one of the following means:

earnedncome tax credits and coordinate outreaébrisfwith the 1. Mailing them tathe address specified by the department on

internalrevenue service, or “IRS.” theform or in the instructions.

(e) Provide suffcient information to allow potential claimants 2. Delivering them to the departmenntto the destination that
to self-evaluate their eligibility for the earned income tax creditghe department or the department of administration prescribes.

(f) Provide convenient ways for potential claimants to obtain 3. Filing them by the use of electronic means as prescribed by
additionalinformation, assistance and forms. the department.

(2) METHODS OF PROVIDING INFORMATION. Methods the Note: The destination for delivering forms that the department or the department
departmenUses to disseminateformation to the public concern of administration prescribes and ttype of electronic means the department pre

. . . . N scribesfor filing forms shall be stated on the forms or in the instructions, on the
ing the federal and Wconsin earned income tax credits includ@epartmentsnternet web site atww.revenue.wi.gowr in the departmerstquar

thefollowing: terly newsletter titled “Wéconsin Bx Bulletin” or other written material.

(a) Produce an informational flyedistribute copies through ~ (b) Except as provided in pa(s) and(d), the department may
appropriateorganizations having regular contact with potentidiequirea tax return preparer or tax preparation firm hrapared
earnedncome tax credit claimants throughout the state, and hdd threshold numbegs described in subds.to3., of Wisconsin
additionalcopies available for distribution upon request. individual incometax returns for the prior taxable ye#w file

Example: Copies of the informational flyer may be distributed to members of tHQdIVIdual Income t"?‘x returns preparby that tax return preparer
Wisconsinlegislature or to various sitesich as municipal buildings, community OF tax preparation firm electronicallyrhe department shall notify
agenciesor job service centers. tax return preparers and tax preparation firms by October 1 of any

(b) In conjunctiorwith the IRS, when training volunteers whoyearof the requiremenb file electronically The requirement to
providefreetax—filing assistance throughouti@onsin, include file returns electronically shall befe€tive beginning January
training to identify potential earned incontax credit claimants of the year following notification. The threshold number of
and to assist thenin claiming both the federal andis%onsin returnsprepared in the prior taxable year is as follows:

credits. 1. For taxable year 2002, 200 or more returns.

(c) Highlight the Wsconsin earned income tax credit in the 2 For taxable years 2003 through 2009, 100 or more returns.
Wisconsinindividual income tax and homestead credit booklets. 3. For taxable year 2010 and thereaff& or more returns

(d) Mail camera-ready copies of earnedome tax credit
informationalflyers to lage Wsconsinemployers, and request
themto make and distribute copies of the fly@their employees
asappropriate.

(e) Work with the IRS in providing joint &rts to publicize

Tax 2.08 Returns of persons other than corpora -

(c) Paragraplib) does not apply to a return on which the-tax
payerhas indicated that the taxpayer did not want the return filed
by electronic means.

(ce) Except as provided in péd), the department may require

; . ; . a composite individuaincome tax return filed by a pass—through
ot o th 105 iy season. n ceparimens nd e 15 oy iz 11 01 DSl o ts nonresidepartners, mermbers, sharehoid
the IRS. toll-free telephone informatioﬁ line, to provide callers viitiormation %_ S'qr ben(_efluarles be filed electronlpallyhe department Sha”_
aboutboth the federal and idtonsin earned income tax credits. providenoatification at least 90 days prior to the due date of the first
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Tax 2.08 WISCONSINADMINISTRATIVE CODE 12

compositeéincome tax return required to bled electronically of Tax 2.09 Reproduction of franchise or income tax
therequirement to file electronically forms. (1) GENERAL. Subject to the provisions of this section,
(cm) Except as provided in pafd), the department may the oficial Wisconsin franchise or income tax forms required to

requirethe income tax return or request for a closing certificate B filed with thedepartment may be reproduced and the reproduc
atrust or estate be filed electronicalifhe department shaifo-  tions may be filed in lieu of the correspondinfjamdl forms. Any
vide notification at least 90 days prior to tee date of the first reproductionwhich varies from the 6ial version in any particu
incometax return or closing certificate required to be filed €led@r Way, exceptas authorized in this section, shall be submitted to
tronically of the requirement to file electronically tht_edt;:partment fgr atpprov?ll_ bﬁf_ore it |shufed. Thet qllepatr)tlmmt
S . _rejectany reproduction which is in whole or art illegible or

cs) Except as provided in , the department may require, ;-
the(inc)ome taF\)x retSrn ofa par?r?gr)ship be ?iled electron)i/célge whichis of a format that has not bgen applfqvec_i by the department.
departmenshall provide notificatiorat least 90 days prior to the ~ (2) SPECIFICATIONS. The following specifications shall apply:
duedate of the first income tax return required to be filed electron (&) Printing of reproductions shall be by conventional printing
ically of the requirement to file electronically processesphotocopying, computer graphics or similar repreduc

(d) The secretary of revenue may waive the requirement to |a" Processes and shall duplicate fiivet sizes, graphics and for
electronicallywhen thesecretary determines that the requiremeiat of theofficial form. Reproductions may be printed on one
causesn undue hardship, if the person otherwise required to fﬁgjeor both S|des.of the paper
electronicallydoes all of the following: (b) Reproductions of opticalharacter reader-scannable, or
CR-scannablelocuments shall bear an OCR-scannable line as
tronic Filing or Electronic Payment ser Request rescribedor the specific document type. Photocopies of OCR-

Note: Form EFT-102 should be-mailed to DORWaiverRequest@reve- scannabldorms may r_]Ot be filed. .
nue.wi.goy faxed to (608) 267-1030, or addressed to MandafeaNRequest, V- (c) The reproductions shall be on paper of substantially the

consin Department of Revenue, Maﬁtop_ 5-77, PO Box 8949, Madison wi Sameweightand texture, and of qua||ty at least as good as that
53708-8949.Form EFT-102 may be obtainedh#ip://www.revenue.wi.gov/html/ usedin the oficial forms

formpub.htm] under either “&x Return Information” or “@x Return Guidelines.” - . .
2. Clearly indicates why the requirement causes an unduei(d) In the reproduction of tax forms,fiofal forms printedon
hardship. coloredpaper may be reproduced on white papad black ink

(e) In determining whether the electronic means requiremenr??y be SUbS.t'tUted for colored 'F"‘- . .
(e) The size of the reproduction, batk to dimensions of the

tclféj %?E)ivr\]/iggdf:‘ztgﬁsrq ship, the secretaryesenue may consider paperand image reproduced on it, shall beghme as that of the
) official form, except that full-pagefiafial forms which are other

1. Unusual circumstances that may prevent the person frgiingi, inches by 1 inches irsize may be reproduced o¥b8nch
filing electronically by 11 inch paper

Example: The person does not haaecess to a computer that is connected to the (f) Except for returns executed by fiduciaries as provided

intemet. sub.(3) or returns filed electronicallyll signatures required on
2..Any other fa_ctor that_the secretary determlnes IS pertinefily,, ngwhich are filed with the department shall beginal,
Note: Forms not required to be filedlectronically may be delivered in person to ffixed sub h d !
the Department of Revenue 2135 Rimrock Road, Madison, isttonsin or mailed ~ &1X€d SU sequent to t € repro UCtIOh prpcess.
to the address specified on the form or in the instructions. (3) Fipbuciaries. A fiduciary or the fiduciang agent may use

Note: SectiorTax 2.08interprets ss71.01 (5)71.03 (2)71.20 (1)71.55 (3)and 3 facsimile signature in filing a tax return on form 2, subject to the
71.80(18), Stats. '

History: 1-2-56am.Registey February1958, No. 26efl. 3-1-58; amRegister, fOllOWIng conditions:
February,1960, No. 50eff. 3-1-60; amRegistey Septemberl964, No. 105ef. (a) Each group of returns forwardemlthe department shall be

10-1-64r. and rect Registey March, 1966, No. 12&f. 4-1-66; amRegistey Feb : H : :
ruary, 1975, No. 230efl. 3-1-75; am. (DRegister November 1977, No. 263ef.  2ccompaniedy a letter signed by the person authorized to sign

12-1-77am. (3)Registey February1978, No. 26gef. 3-1-78; am. (1) () and (b), thereturns declaring, under penalties of pejtimgt the facsimile
(2) and (3), renum. (1) (c) and (d) to be (1) (k) and () and anfl)¢c) to () Register,  signatureappearing on the returnstige signature adopted by the

July, 1987, No. 379ef. 8-1-87; randrecr (1), am. (3) (intro.),.((3) (a) to (c)Regis- ; : ; ;
ter, June, 1990No. 414 eff. 7-1-90; r and recrRegistey May, 1995, No. 473eff. persorto sign the returns filed artat the signature wasfiatd

6-1-95;CR 01-143am. (1) (a) 2., 3. and (b) 3., renum. (1) (a) 4. to 15., 17. to 2dQ the returndy the person or at the persodirection. The letter

21.,and 22.t0 28., (b) 5., 6. and (3) to be (1) (a) 5., 6., 9. to 18323, 24., and  shallalso list each return by name and identifying number
26.t0 32., (b) 7., 8. and (3) (a) (intro.) and am. (1) (a) 6., 15. and 18., (b) 7., and (3) . f
() (intro), cr (1) (a) 4., 7., 8., 23., 25., (b) 5. and 6., (3) (a) 1. to 3. and (b) to (e), r (D) A signed copy of the letter shall be retained by the person

(1) (@) 16.Register July 2002 No. 558f.. 8-1-02;CR 10-095r. and recr(1), am.  filing the returns and shall be available fospection by the
(3) (b) (intro.), 2., (3) (d) (intro.), 1.(,) (e) 1.,.¢B) (b)3., (ce), (cm), (cslRegister department.

November2010 No. 659eff. 12-1-1I . L
(c) If returns are reproduced by photocopying or similar repro
Tax 2.085 Claim for refund on behalf of a deceased ductive methods, the facsimilsignature shall be fafed subse

taxpayer. (1) If a refund of Wsconsinincome taxes is due a Uéntto the reproduction process.

- . : ote: Written requests for approval of substitute forms should be mailedsto W
deceasedaxpayer and if the claimant is unable to cash the l’efuHg‘ﬁ‘sinDepar’(menuf Revenue, Processing Forms ApprovaD.Box 8903, Madi

check, the claimant shall file a completed form 804, entitlegon,wi 53708-8903.
“Claim for Decedens Wisconsin Income 3x Refund.” Note: SectionTax 2.09interprets ss71.03 (6) (a)71.20 (1) 71.24 (1)and71.44

. . L . (1) (a), Stats.
(2) If a refund s claimed on a jointi¥¢onsin income tax " History: 1-2-56am.Register February1958, No. 26ef. 3-1-58; amRegister,
return of the surviving spouse and the decedent, the surviv ruary,lg?o), N%.sg, )eif. 3-1-60; am. (2)RegisterMarcﬁh, 1966, No. 1(23317_)
ta Sfili N "o H -1-66;am. (5) and c6),Register August, 1974, No. 224f. 9-1-74; am. (intro.),
spouseshall write “filing as surviving spouse” in the signatures, = S5 ¥ B R 80 N e ber 1977, No. 2630, 12-1-77- am. (3).
areaof the return. If someone other than sueviving spouse is RegisterSeptemberL983, No. 333ef. 10-1-83; correction in (5) made under s.

the personal representative, the personal representativeaktuall 13.93(2m) (b) 4., StatsRegister July 1987, No. 379r. andrect Registey May,

1. Requests the waiver in writing using Form EFT-102,Ele

signthe joint return. é?fgfzwg_igS eff. 6-1-96;CR 10-095am. (1)Register November 2010 No. 6§59
(3) Formsrequired to be filed under sufl) shall be mailed

to Wisconsin Department of Revenu@xiOperations Bureau —  Tax 2.10 Copies of federal returns, statements,

Mail Stop 3-164, ®. Box 8903, Madison, W1 53708-8903. schedules, documents, etc. to be filed with W isconsin
Note: SectionTax 2.085interprets s71.75 (10) Stats. returns. (1) INDIVIDUALS AND FIDUCIARIES. At the time of filing

N Histok;y: lg;geNgist% gc}fogezf 11977% No. Zéf));'f- 11;1576:[amb(l%§§giilterv Wisconsinincome tax returns by individuand fiduciaries, a
ovember, , No. eff. 12-1-78; am. egister September. ,No. .
333 ef. 10-1-83; renum. (2) to be (3), @), Register February1990, No, 410ef. completecopy of the federal income tax return the same tax

3-1-90,CR 13-012am. (1) to (3Register August 2013 No. 69ef. 9-1-13. able year including all schedules, statements, documents and
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13 DEPARTMENT OF REVENUE Tax 2.105

computationsvhich afect the computation of &tonsin income, (b) Exceptas provided in sul{5), the department may give
credits or penalties, shall be included and filed with tigc@hsin  noticeto the taxpayer of assessment or refund within 90 days of
return. Copies of the short form federal returns 1040A anthe date the department receives the taxpgayeport offederal
1040EZare not required to be filed if ai¥¢onsin form 1A or adjustment®r amended return describedoar (a). The 90-day
WI-Z is being filed for the same taxable yeHrthe federal form limitation does not apply to instancesere the taxpayer files an
is filed electronically a copy of the electronic material as €onincorrectfranchise or income tax return or economic development
tainedin replicas of the ditial forms or on forms designated bysurchargereturn with intent to defeat or evade the franclise
the electronic filer shall be included and filedth the Wisconsin  incometax or economic development suraf@Bassessment.
return. (4) TAXPAYER REQUIREDTO REPORT. (@) Federal adjustments.

(2) PARTNERSHIPSAND LIMITED LIABILITY COMPANIESTREATED If the federal net income tax payable, a credit claimed or carried
AS PARTNERSHIPS. (a) Except as provided in pép), at the time forward, a net operating loss carried forward or a capitaldass
of filing Wisconsin income taseturns by partnerships and limitedried forward on a taxpay&s federal tax return is adjusted e
liability companies treated as partnerships und&rl 0 (1) internalrevenue service in a way whiclieatts the amount of 18+
Stats.,a complete copy of the federal income tax return for tfe@nsinnet franchis@r income tax or economic development sur
sametaxable yearncluding all schedules, statements, documenggargepayable, the amount of aislonsin credibr a Wsconsin
and computations which #dct the computation of Wtonsin netoperating loss, net business loss or capital loss carried forward,
income,deductions and credits, shall be included and filed withe taxpayer shall report the adjustments to the departwithin
the Wisconsin return. If the federfdrm is filed electronicallya 90 days after they become final. If such adjustments relate to
copy of theelectronic material as contained in replicas of tfie of income,credits claimed or carried forward, retsiness losses or

cial forms oron forms designated by the electronic filer shall beetbusiness losses carried forward, capital losses or capital losses
included and filed with the Wconsin return. carriedforward, or any other item that is required to be included

(b) Copies of the federatchedules K-1 are not required to bd! @ combined report under&l. 255 (1) (b)Stats., the designated
filed for those partners or members for whomiaddhsin sched 2gentof the combined group shall report such adjustments. The
ule 3K-1 is being filed fothe same taxable yeaA Wisconsin following shall also apply with respect to federal adjustments:

schedule 3K-1 shall be fileéd lieu of federal schedule K-1 for 1. ‘Finality of federal adjustments.” For tperpose of deter
apartner or member if any of the following applies: mining when the federal adjustments become finalfaHewing

1. The computation of the Ktonsin income or deductions Shallbe deemed a final determination: _
differs from the federal amount. a. Payment of any additional tax, not the subjéainy other

2. Thepartner or member is a nonresident as&nsin or final determination described n sutj(_j.b, Cu d ore.
part-yearresident of Visconsinand the partnership or limited =~ 0. An agreement entered into with the internal revenue ser
liability company has activities within and withoutsabnsin. ~ Vice waiving restrictions on the assessment and collection of a

; - P deficiencyand accepting an overassessment. Federal form 870
3. The partnership or limited liabilitypompany calculates any ., . T ; ! ’
Wisconsinincome tax credits. Waiver of Restrictions on Assessment and Collectiolefi-

Note: SectionTax 2.10interprets ss71.03 (5)and71.20 (1) Stats. ciencyin Ta?( and Ac_ce_ptance of Overassessment,” OI‘_ 870-AD,

History: Registe Decembgrl%s, No. 1(2())8,{ 1_1_62;)amRegiste, June, Offer to Waive Restrictions on Assessment and Collectioragf T
1990,No. 414 eff. 7-1-90; r and recrRegister May, 1995, No. 473ef. 6-1-95.  Deficiency and to Accept Overassessment,” are the forms pre

scribedfor this purpose.

Tax 2.105 Notice by taxpayer of federal audit adjust - c. Expiration of the 90—-day time period, or the 150-day
ments and amended returns. (1) Purpose. This section periodin the case of a notice addressed to a person outside the
clarifies the time periods for a taxpayer to report federal audihited States, withirwhich a petition for redetermination may be
adjustmentsind federal and other state amended returns i®r Wiiled with the United Statex court with respect to a statutory
consinfranchiseor income tax and economic development sunotice of deficiency issued by the internal revenue service, if a
chargepurposes, and the result if a taxpayer fails to report tpetitionis not filed with that court within that time.

adjustmentsr amended returns. d. A closing agreement entered into with the internal revenue
(2) DeriniTioN. In this sectionjtaxpayer” includes individu  serviceunder sectiof121of the Internal Revenue Code.

als, estates, trusts, partnerships, limited liability companies and . A decision by the United States tax court or a judgment,
corporations.For combined groups, “taxpayer” includes the-degjecreeor other order by a court of competent jurisdictigrich
ignatedagent of a combined group under$.255 (1) (a)Stats., hasbecome final, or the date the court approves a voluntary-agree
if any member of the combined group was the subject of a fedefint stipulating disposition of the case. A court of competent
auditadjustment or amended return. jurisdiction includes a United States district court, a court of
(3) GENERAL. (a) Under ss71.76and77.96 (4) Stats., atax appealsa court of claims or the United States supreme court.

payermeeting the conditions described in si4h).shall report to f. For combined groups, the “finality of federal adjustments”
the department changes or corrections made to a tax return byj#getermined on the basis of that particular combined group mem
internal revenue service, or file witthe department amendedperthe adjustments of which ultimatedffect the amount of \§-
Wisconsinfranchise or income tax returns or amended economyénsinnet franchis@r income tax or economic development sur
developmentsurchage returns reportingny information con charge payable, the amount of a is¥onsin credit, credit
tainedin amended returns filed with the internal revenue serviagarryforward,net business loss, net business loss carryforward,
or with another state if there has bedlowed a credit againsti#¥  capitalloss or capital loss carried forward of the combigemlip
consintaxesfor taxes paid to that state. If such changes, corrae which that member belongs.

tions,or amended returns relate to income, credits claimed or camote: Decisions of the U.S. tax court and other courts ordinarily become final as
ried forward, net business losses or net business lessgsd follows:

forward, capital losse®r capital losses carried forward, or any a. If no appeal is made of a U.S. tax court decision, it bectrasipon expiration
otheritem thatis required to be included in a combined repoff3¢erod ! S0 s afer e decison s entred, Deciions n inappesiabe cases
unders. 71.255 (1) (b) Stats., the designated agent of the -ConY463of the Internal Revenue Code become final 90 days after they are entered.
bined group shall report such changes or correctiondiler b. Appealed decisions of the U.S. tax court become final as set forth in section

amendedccombined returns. 74810f the Internal Revenue Code.
Note: See sTax 2.65for additional rules relating to the designated agent of a com c. A decision of a U.S. district court normally becomes final if not appealed to the
binedgroup. U.S. court of appeals within 60 days of the judgment, decree or.order
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d. A decision of the U.S. court of claims or the U.S. court of appeals normatinat affects a combined report, the department may issue such
becomesdfinal unless an appeal or a petition for certiorari is filed with the U. ; ; ; ;
supremecourt within 90 days of the judgment or decres. Sass;essmelno either the corphoratlon_ whose mcomefwr?s adjusted

e. A decision of the U.S. supreme court is normally final upon the e,\xpirationfcﬁ:?r edera purposes or to the de5|gnated agent of the combined

aperiod of 25 days from the datee decision is rendered, if a motion for reconsideraQroup, or both.
tion or rehearing is not filed within that time. Note: See sTax 2.67 (4)or rules relating to the statute of limitations as applied

2. ‘Information to report to department.’ The taxpagkall to combined returns.
submitto the department a copy tife final federal audit report ~ (b) Refunds.Unders.71.75 (2) Stats., the department may
issuedby the internal revenue service together with any atber  issuea refund if an amended return is filed within 4 years of the
umentsor schedules necessary to inform the department of tieextendediate the original \gconsin franchise or income tax
adjustmentsas finally determined. The report shall be includeteturnwas due.
with anamended Wgconsin return if a l8consin refund is being  (c) Exceptions.1. An assessment may be méder than the
claimedand may be, but is not required to beluded with an 4-and 6-year periodsrovided in par(a) if notice of the assess
amendedeturn if additionalMisconsin tax or economic develop mentis given to the taxpayer withB0 days of the date the depart
mentsurchage is due or if there is no change in tax or econominent receives a timely report of federal adjustments or an
developmensurchage. amendedMisconsin return. Howevgthe assessment maalier

3. ‘Agreement with adjustments.” A taxpayer shall béhe expiration of the 4-and 6-year periods shall only relate to
deemedto concede the accuracy of the federal adjustments fhpsefederal adjustments or the changes on the ameniieiy
Wisconsinfranchiseor income tax or economic development surSin return.
chargepurposes unlesssaatement is included with the reportto 2. If a taxpayer reports federal adjustments to the department
the department stating why the taxpayer believes the adjustmeafter the expiration of the 4-year period for filing an amended
areincorrect. Wisconsinreturn as described in pér), a refund based upon fed

(b) Amendedeturns. If a taxpayer files an amended federafral adjustments reducing the taxpagefederal taxliability,
tax return and the changes on the amended federal tax réagn afvhich are applicable to the taxpaj@iMsconsintax or economic
the amount of Visconsin net franchise or income tax or economievelopmensurchage liability, may still be made if notice of the
developmensurchage payable, the amount of d34bnsin credit refundis given to the taxpayer within 90 days of the date the
or a Wisconsin net operating loss, net businessdosspital loss departmenteceived a timely report of the federal adjustments.
carriedforward, the taxpayer shall file with the department an 3. The 90-day period for the departmsmgiving notice of an
amendedWisconsin return reflecting theame changes. A tax assessmerr issuing a refund may lextended if a written agree
payerfiling an amended return with another state shall file anentis entered into by the department andttgayer prior to
amendedWisconsin return if a credit has been allowed againtte expiration of the 90 days.
Wisconsintaxes for taxes paid to that state and if the changes 4. If federal adjustments or changes on an amended return
affectthe amount of lgconsin net franchise or income tax or-ecdfiled with the internal revenue service or another state pertain to
nomic development surchge payable, the amount of @dtbn-  ayear which has been previousigld audited by the department
sin credit or a Visconsin net operating loss, net business loss andthe field audit has been finalized, an assessment or refund nev
capitalloss carried forwardIf the changes described in this paraerthelessnay be made. Howevehe assessment or refund shall
graphrelate to income, credits claimed or carried forward, nehly relateto those federal adjustments or the changes on the
businesslosses or net business losses carried forward, cap#ahendedeturn. Notice of the assessment or refund shall be given
lossesor capital losses carriddrward, or any other item that is to the taxpayer within 90 days of the date the department received
requiredto be included in a combined report undef1s255 (1) the reporbf federal adjustments or an amendeidddsin return
(b), Stats., thelesignatecggent of the combined group shall filefrom the taxpayer
an amended combined returnThe amended Wconsin return Examples: 1) Federal adjustments were made to an indivigi#189 calendar—

shallbe filed within 90 days after the date the amended returryésrbasis federal income tax return; the adjustments became final on June 1, 1994.

: ; f ; On August 15, 1994, within 90 days after the adjustments became final, the depart
filed with the internal revenue service or other state. mentreceived the taxpayarreport of the adjustments. Although the 4-year period

(c) Whee and how tesubmit eport or amendedeturn. An providgdbyAs.7,|l.l757 %)git?ff” éor mr?kingt%digstrrﬁr&ts to r%e I}l%%ad%%s:jn retu%n
i \ H expireaon Apri , , (he department had until Nove , ays aiter
amendedM§conS|n return ora taxpayewgpor‘[ of federad]us.t the date the department received a report of the adjustments, todgive of an
mentssubmitted withan amended ¥&consin return shall be filed assessmeno the taxpayer
in accordance with the provisions offax 2.12 (5)and(6). A tax 2) An individual filed an amended 1993 calendar-year basis NeWw réturn on
payer’sreport of federahdjustments submitted to the departmeniinel, 1994. An amendedig¢onsin return, reflecting the changes on the amended
; : = ; New York return, was filed with the department on July 12, 1994. Under the 4-year
Wlt_hOUt an amended retum shall be identified as _reflededgral Essessmemeriod in s71.77 (2) Stats., the department has 4 years from April 15,
adjustmentsmade by the internal revenue service and shall bg94,the due date of the 1993 return, in which to notify the taxpayer cissegs
mailedto Wisconsin Department of Revenue, Audit BureaQ, P mentrelating to the changes on the amended Newk ¥eturn.
Box 8906, Madison, WI 53708-8906. The report submitted-with (6) TAXPAYER'S FAILURE TO REPORTFEDERAL ADJUSTMENTSOR
outan amended return may not be made a part of or attached toFiffy AMENDED WISCONSIN RETURNS. (a) Adjustments and
Wisconsintax return. amendedeturns elating to taxable yeat987 and therafter. If
(5) ASSESSMENTS\ND REFUNDSBY DEPARTMENT. If a taxpayer a taxpayer fails to repofederal adjustments or the filing of an
reports federal adjustments or filmsamended Viéconsin return amendedederal or other state return, relating to the taxable year
with the department within 90 days afthe adjustments become1987hang thereaftewithin the 90—d%3(/jp_e(;';)dbdesgrl?ed |nh_s(3).
final or afteran amended return is filed with the internal revend®): the department may assess additidkistonsin franchise or

serviceor another state, the department may make an assess etax or economidevelopr?]ent surchge relating to the
or issue a refund relating to the report or amended return-as f élésggnaer%irn?mendedeturn within 4 years after discovery by

lows:
Example: An individual taxpayer filed a 1993 calendar—year basisc@visin
(a) AssessmentsUnder 5_'71'77 (2) Stats., the departmemjncometax return on April 15, 1994. The internal revenue service made adjustments
may make an assessment within 4 years from the date the origita@le 1993 federal income tax return which the taxpayer dicepottto the depart

Wisconsinfranchise or income tax return was filelowever mentwithin 90 days after the adjustments became final. ifitkenal revenue service
reportsthese adjustments to the department under the exchange of informatien agree

unders.71.77 (7) (a,)_Stats., if the taxpayer _r_eported less tha%  ment between the two agencies on May 1, 1996. The department may issue an assess
of the correct net income and the additional fax the year mentfor the adjustments any time on or before May 1, 2000.

exceedsp200 for a joint return, or $100 for a return other than a (b) Adjustments and amendeeturns elating to 1986 and
joint return, an assessment may be made within 6 years afterghier taxable years.If a taxpayer fails to report federal adjust
returnwas filed. If an assessment relatea federal adjustment mentsor the filing of an amended federal or other state return
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15 DEPARTMENT OF REVENUE Tax 2.12

which relatedto 1986 or prior taxable years within the 90-day (3) CARRY FORWARD OF UNUSED CREDIT. (a) If a corporation
perioddescribed in sulf3) (b), the department may assess addis entitled to a sales and use tax credit undét.28 (3) Stats., the
tional Wisconsin franchise or income tax relating to the adjustredit,to the extent natffset by the tax liability of the same year
mentsor amended return within 10 years after the date the origimaay be ofset against the tax liability of the subsequent year and
Wisconsinreturn for the year was filed or within 2 years after theachsucceeding yearp to a total of 15 years until the credit has
datewhen the federal determination of tax becomes final, whicheencompletely ofset.

ever is later A return filed before the last date prescribed by law Note: The carry forward of the sales tax credit was increésed 5 to 15 years

commonlyApril 15 for anindividual reporting on a calendar—yearby 1985 Wss. Act 29 and the 15 year carry forward first applies to credits carried for
ward from the 1980 taxable year

basis,is considered as filed on the last date prescribed by Iaw(b) The sales tax credit shall first bésat against thincome

unders.71.77 (8) Stats. or franchise tax liability computed for the tax year befare

Example: An individual taxpayer filed a 1986 income tax return on Ap#l, ; : ;
1987. The taxpayer filed an amended return with Ohio on January 1, T888esult unusedcredit from a prior year may be applled.

of the amended return was a reduction in the net tax paid to Ohio on income also(4) CREDIT INCLUDABLE IN NET INCOME. Under s.71.26 (2)
reportedto Wisconsin. The taxpayer did not notify the department within 90 days B ;

filing the amended Ohio return. The department has until April 15, 1997, to issue pts'.‘the credit CompUted for Sale.s and use taxes pald on fuel and
assessmerfor the Ohio amended retusnéfect on the Misconsin credit for taxes €/€Ctricity consumedn manufacturing under 1.28 (3) Stats.,

paidto other states. ] ) shall be included in net income for the tax yeaxcept for tax—
Note: Section71.76 1989 Stats., was amendedl9§91 Ws. Act 39 effective for ogrtion corporations, the entire credit computed for the tax year is

federalchanges or corrections to a federal income tax return that became final on . . o X
after August 15, 1991, and for amended federal and other state returns filed on or QHQUdablem net income, even thoth the credit is not entlrely

August15, 1991. Under the statute irieet immediately prior to the enactment of usedor no income or franchise tax liabiligxists. Under §1.34
1991Wis. Act 39 a taxpayer was requiredeport internal revenue service adjust (1k) (e), Stats., tax—option corporations shall only include in net

mentsto taxable income thatfatted the income reportable or tax payable iscdh-  ; ;
sin, and to file aramended \lgconsin return if information contained on an amendetljncomethe amount otredit computed under 31.28 (3) Stats.,

federalor other state tax returrfegted income reportable or tax payable isabn- andused to dset the income or franchise tax liability of tb-

sin. rentyear
Note: SectionTax 2.105interprets ss71.255 (1)and(7), 71.75 (2) 71.76 71.77 Note: SectioriTax 2.1 interprets ss71.26 (2) 71.28 (3)and71.34 (1k) (e) Stats.
(2) and(7) and77.96 (4) Stats. History: Cr. Registey February1978, No. 268efl. 3-1-78; am. (2) (a) (1) (d),

History: Cr. Registey January1979, No. 277eff. 2-1-79; correction in (3) (&) (2) (b) and (3) (a), renum. (3) (b) and (c) to be(@)and (b), ci(4), Register Septem
1.a. made under s. 13.93 (2(b) 4., StatsRegistey July 1987, No. 379r. (2), (4)  ber,1983, No. 333ef. 10-1-83; am. (1) (intro.) and (3), renum. (1) (a) to (c) to be
and(5) (d); renum. (1), (3), () to (c) and (6) to be (2), (4), (6) and (7) and am. (2}1) (d), (b) and (a) and am.,.¢t.) (c), r and recr(2) and (4)Register February1990,

(4) (@) 1.b, c. and e, (b)) (a) to (c) and (7), c1), (3) and (S)Registey February  No. 41q eff. 3-1-90;corrections in (1) (b) and (4) made undet392 (4) (b) 7.
1990,No. 41Q efl. 3-1-90; r and recrRegistey May, 1996, No. 485eff. 6-1-96;  Stats. Register April 2010 No. 652

CR10-095 am. (1), (2), (3), (4) (a) (intro.), 2., 3., (b), (5) (a), (c) 2., (6) (aY4dr

(a) 1. f. Register November 2010 No. §%F. 12-1-10,CR 12-01: am. (1), (3) (a),

(b), (4) (a) (intro.), 1. ., 2., 3., (b), (5) () 2., (6) Registerduly 2012 No. 67%f. Tax 2.12 Claims for refund and other amended
8-1-12. returns. (1) Score. This section applies to amendeds@dnsin
franchiseor income tax returns, including amended combined
Tax 2.11 Credit for sales and use tax paid on fuel and returns,amended partnership returns, amended econdeviet
electricity. (1) DerNITIONS. In this section: opmentsurchage returns and amended farmland preservation

(@) Fuel and electricity “consumed in manufacturing” meargseditand homestead credit claims.
only fuel andelectricity used to operate machines and equipment (2) DeriNITIONS. In this section:

useddirectly in the step-by-step manufacturing proceBsel (a) “Claim for refund” means an amendadsconsin return or

andelectricity are not “consumed in manufacturing” if they argredit claim as described in sull), on which a refunds
used in providing plant heating, cooling, air conditioning, €OMequested. ’

munications,lighting, safety and fire prevention, research and i i .
product development, receiving, storage, saleistribution, (b) “Timely f.'tlﬁd' 'PtLhefcﬁse_Of an amended return or credit
warehousingshipping, advertising or administratidepartment claim, means either of the 1o owmg: o . . .
activities. However fuel andelectricity used directly in manufac | 1. If the amended return or credit claim is mailed, it is mailed
turing steam which is used by the manufacturerfurther in @ properly addressed envelope with postage prepaid and is

manufacturingor in heating a facilityor both, is consumed in "eceivedby the department, or is received at the destination that
manufacturing. the department or the departmestt administration prescribes,

within 5 business days after the last day of the statutory limitation

(b) “Manufacturing” has the meaning specified i@8.51 (7h) periodor extended limitation period.

(a), Stats., by virtue of 1.28 (3) (@) 1. Stats. 2. If theamended return or credit claim is not mailed, it is in
: . u it claim i iled, itisi
©) “Pa'd has the meaning specnﬁed i$.22 (8) St.ats’; the possession of the department, or is received at the destination
(d) “Sales and use tax under €f.paid by the corporation” has that the department or the department of administration pre

the meaning specified in 1.28 (3) (a) 2.Stats. scribes prior to the expiration of the statutory limitation period or
(2) CreDITALLOWABLE. (a) Under s71.28 (3) Stats., a corpo  extendedimitation period.
ration may reduce its income or franchise tax liability for yiear (3) GENERAL. (a) The department shall accept amended

by an amount equal to thei¥¢onsin state and county sales angbturnsand credit claims to correct previously filed original, other
usetaxes it has paid on fuel and electricity consumedanufae  amendedbr adjusted Wéconsin franchise or income tax returns,
turing personal property within consin. partnershipreturns, economic developmentrchage returns or
(b) If separateyas or electric meters are not used to accuratégrmlandpreservation credit or homestead credit claims.
measurethe fuel and electricity consumed in manufacturing in (h) A refund of taxes or credits under @t, Stats., or eco
Wisconsin,a reasonable allocation is necessary nomic development surchge under s77.96 (4) Stats., may be
(c) The credit is allowable for all i8consin and Mgconsin claimedonly by filing an amended return or credit claim, on a
countysales and use taxes pdigring the taxable year on fuel orform and in the manner described in sub$.and(6).
electricity destinedfor manufacturing purposes, regardless of (c) An amended W¥consin returnshall be filed with the
whenthe fuel or electricity was or is to be consumed. department if either an amended federal return is filed or an
Note: Refer toStreets and Roads Construction Corporatioisconsin Depart | gmendedreturn is filed withanother state for which a credit for
mentof Revenué)isconsin Bx Appeals Commission, Docket No. 1-6239, July zstaxeshas been allowed agair\Msconsin taxes, and the changes

1981,andFort Howard Paper Company. Wisconsin Department of Revenifés-
consinTax Appeals Commission, Docket No. 1-8266, November 1, 1983. to the amendedederal or other state returrfexdt the amount of
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Wisconsinnet franchise or income tax or economic developmetgtmination. The notice of refund is final, and the taxpaigenot entitled to any
surchargepayable a \iéconsin credit or a Wconsin nebperat refundon a subsequent claim for refund for the disallowed business expenses.

i i B i 2) Taxpayer E files timely 2000 and 2001 returns. The department completes an
ing loss, net business loss or capital loss carried forward. G & etims and issues a nofice of refund dated March 30, PB8Hotice

(d) An amended V¥consin return filed toeport internal reve  of refund allows an additional itemized deduction credit for each year but also disal

i i i i lows a portion of the claimed business expenses for eachwilarthe net result
nueservice adJUStmems as prowded ifax 2.105 (4) (aﬁha” beinga refund for each yeaFhe taxpayer does not file a petition for redetermination.

includea copy of the final federal audit report. Thenotice of refund is final, and the taxpayer is not entitled to any refund on a subse
(e) An amended return or credit claim does not begin or exteftgntclaim for refund for the disallowed business expenses.

the statute of limitation periods for assessing additional tax er ecg3) Taxpayer F files a timely 2000 return on April 15, 2001, The department com
pletesan ofice audit of this return by issuing a notice of additional tax due dated

nomic development surchge or claiming a refund. March 30, 2005. The notice of additional tax due allows an additional itemized

i i i deductioncredit anddisallows a portion of the claimed business expenses. The tax
(4) TMELY FILING. (a) Except as provided in p&b), if an ayerdoes not file a petition for redetermination. The taxpayer has until March 30,

amendedeturn or credit claim shows a refund, it shall be fileaoog,to file a claim for refund for the disallowed business expenses.
within 4 years of the unextended due date of the Ongmal retumA) Taxpayer G files timely 2000 and 2001 returns. The department completes an
(b) The 4-year filing limitation in paga) does not apply in the office audit of these returns by issuing a notice of refund dated March 30, 2005. The

. . : . noticeof refund allows an additional itemized deduction credit resulting in a refund
following situations: for 2000 and disallows a portion of the claimed business expenses for an assessment

1 Except as provided in subds.and4.. a claim for refund for 2001, with the net result being a refundtfue two years combined. The taxpayer
: : ) v . snot file a petition for redetermination. The taxpayer has until March 30, 2009,
may not be filed for any year covered by a field audit that resultgkie 4 claim for refund for the disallowed business expenses for the year 2001.

in arefund or_no Change in the tax owed, or in an assessment thﬁtTaprayer H files timely 2000 and 2001 returns. The department completes an
hasbecome final under 81.88 (1) (apr(2) (a) 71.89 (2) 73.01  office audit of these returns by issuing a notice of additional tax due dated March 30,
or 73.015 Stats., provided the department advisestakpayer 2005. The notice of additional tax due alloass additional itemized deduction credit

- L resultingin a refund for 2000 and disallows a portion of the claimed business-expen
thatthe field audit is final unless the taxpayer appeals the res resulting in an assessment for 2001, with the net result being an assessment for

2. Except as provided in subds.and4., a claim for refund the two years combined. The taxpayer does not file a petition for redetermination.
may not be filed for any item of income or deduction assessed%&?ﬁﬁﬁé?ﬁéﬂ%ﬂ"t',‘fﬁ;,%hafgb%g(_)g’ to Blelaim for refund for the disallowed
aresult of an dfce audit, provided thassessment has become

1 b. For taxable years beginning prior to January 1, 2000, a
final under s71.88 (1) (apr (2) (a) 71.89 (2) 73.010r 73.013  (aim for refund for each year for whign amount due is caleu

Stats. Section/1.88 (1) (a) Stats., provides that a taxpayer mays,

> bt Dtan SV - tedas a result of items adjusted in aficef audit or field audit
file a petition for redetermination within 60 days of receipt of got assessment may be filed within 2 yeafshe date of the
notice of additional assessment, refumddenial of refund. If a

] > Y h ssessmemtotice, provided no petitiofor redetermination was
taxpayerdoes not file a petition for redetermination of a notice cﬁtled and the amount due was paid. No refund claim may be filed
assessmentefund orrefund denial, the adjustments made in thggerthis subd3. b.for any year that resulted in a refund or no
noticeare final and conclusive. The taxpayer is not entitled tocﬂangein theamount owed giin the case of a multiple year audit

refund on any subsequent claim for refund based on the samgjtingin a net refund, for any year for which an amount due is
adjustmentss those in the notice of assessment, refund or dergg culated.

of refund. ) _ " ~ Examples: 1) Taxpayer | files a timely 1999 return on April 15, 2000. @hpart
Examples: 1) Taxpayer A files an amended 2000 return to claim additional businentcompletes an fige audit of this return by issuing a notice of refund dated March
nessexpenses. The department allows only a portion of the claimed additioBal 2004. The noticef refund allows an additional itemized deduction credit and
expenseshased on a dirence in interpretation of the lawA notice of refund is  disallows aportion of the claimed business expenses. The taxpayer does not file a
issuedMarch 1, 2003. The taxpayer does not file a petition for redetermination. petition for redetermination. The notice of refund is final, and the taxpayer is not
December 2003, the taxpayer files another amended return clafmeisgme addi  entitledto anyrefund on a subsequent claim for refund for the disallowed business
tional business deductions as those disallowed iptioe notice of refund. The tax ~expenses.
g?%’gfﬂig?; ﬁﬂgtll_ed ta@ refund on the claim for refund. The March 1, 2003, notice 2) Taxpayer J files timely 1998 and 1988urns. The department completes an
) . " ) office audit of these returns by issuing a notice of refund dated March 30, 2003. The
2) Taxpayer B filesan amended 2000 return to claim additional business expensesticeof refund allows an additional itemized deduction credit resulting in a refund
Thedepartment disallows a portion of the claimed additional expenses, due to lagk1998 and disallows a portion of the claimed business expenses for an assessment
of substantiation of the expenses as requested in a letter to the taxpagpice of  for 1999, with the net result being a refundtfe two years combined. The taxpayer
refundis issued March 1, 2003. The taxpayer does not file a petition for redetermitiaesnot file a petition foredetermination. The notice of refund is final, and the tax

tion. In December 2003, the taxpayer submits adequate substantiation to supporpdyer is not entitled to any refund on a subsequent claim for refund for 1998 or 1999.

full deduction. The deduction is not allowed and no additional refund will be issued. . : .
Sinceno petition for redetermination was filed for the March 1, 2003, natice 4. Aclaimfor refund of an overpayment attributable to a-capi

refund,that notice is final. tal loss carryback may be filed by a corporationgdesignated
3) Taxpayer C files a timely 1998 return claiming a refund of earned income cre@gentof a combinedyroup, within 4 years after the due date, or

andexcess income tax withheld. During the processing of the return the taxpayesygendecdue date, for filing the return for the taxable yeathef
senta letter requesting additional information to substantiate the earned inc '

0| . . .
credit. The taxpayer does not respond to the recfoestdditional information. A Eﬁpltalloss thajt is carried back. . .
noticeof refund is issued in July 1999, to refund the excess income tax witiihgld Note: For combined groups, se€Tax 2.61 (6) (cfor rules applicable to capital
Thetaxpayer does not file a petition for redetermination. The taxpayer files a timgiginsand losses.
1999return claiming a refund of earned income credit and excess incoméhax imitati i i
held. During the processing of this return the taxpayseris a letter requesting addi 5. If the limitation perl_od for making an assessment or refund
tional information to substantiate the earned income créddits letter requests the hasbeen extended by written agreement between a taxpayer and
sameinformation that was requested fbe processing of the 1998 return. The tax the department, a claim for refund relating to the year or years cov

payersubmits the additionahformation needed for both the 1998 and 1999 return ; A :
Sincethe taxpayer did not submit a petition for redetermination for the 1998 not%ge.dby the extension agreement may be fdedng the extension

of refund, that notice is final. A notice of refufu the earned income credit is issuedP€riod.
for 1999 only Note: For combined groups, refer tolsix 2.65for rules applicable to the desig
3.a. For taxable yeal®ginning on or after January 1, 2000natedagent of a combined group.
aclaim for refund for each year for which an amount due is calcu 6. An amended \gconsin return filed under the provisions
latedas a result of items adjusted in afiaef audit or field audit of sub.(3) (c) shall be filed with the department within 8ays
assessmenr refund may be filed within 4 yean§the date of the afterthe date the amended federal or other state return is filed.
adjustmeninotice, provided no petition for redetermination was 7. An amended W¥consin return filed under the provisions
filed and, if the adjustment notice was an assessment, the amefisub.(3) (d) shall be filed with the department within 90 days of
duewas paid. No refund claim may be filed under this sBbé. the date on which the federal audit adjustments become final.
for any year that resulted in a refund or no changke amount 8. An amended \gconsin return filed under the provisions
owed. of 5.71.30 (4) Stats., to claim a reduction of income resulting
Examples: 1) Taxpayer D files a timely 2000 return. The department complet§gom a renegotiation or price redetermination of a defenséract

anoffice audit of this return by issuing a notice of refund dated March 30, 2005. T S aritii ) :
noticeof refund allows an additional itemized deduction credit and disallows a p f subcontract shall be fileaithin one year of the final determina

tion of the claimed business expenses. The taxpayer does not file a petition-for réd@N.
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) Notte: RefertO,STéix 2.105for ﬁdﬂitg$nal informéltigr; rceigarlding e:rrpenieitﬁmbnt- (4) ExcepTions. (a) When an individual acquires a new resi
sin returns requirea as a result or fniling amendea teaeral or otner state returnsyar. H H H H
reportsrequired as a result of federal audit adjustments made by the internal revqué]ce’the E.idJUSt.ed basis of the new residence is not redqced
service. nonrecognizedjain from the sale or exchange of an old residence

(5) Forwms. (a) Except as provided in péb) or (c), aclaim locatedoutside Visconsin if:
for refund shall be filed on the same form as the original form, in 1. The sale or exchange of the old residence occurred-in tax

the manner prescribed in sul). ableyear 1975 or thereafter when the individual was not a resident
(b) Except as provided in p4c), a claim for refund shall be of Wisconsin; or

filed on a form 1X, in the manner prescribed in g68.if any of 2. The sale or exchange of the old residence occurred before

the following apply: taxableyear 1975whether the individual was a resident or not at

1. The original return was filed on a form 1, 1A or WI-Z. thetime of the sale or exchange.

2. The original return was filed using “telefile” or “netfile.” (b) When an individual sells or exchangegrincipal resi

3. The original credit claim was filed with a form 1 or 1A. dencelocated outside Wconsin and theonrecognition of gain

(c) The department may prescribe a special form for taxpay8f@Visionsdo not applythe adjusted basis of the residence sold

to use in claiming a refund, to address a specific tax issue. In fi€xchanged is not reduced for nonrecognized gain from any pre

situation, the special form may be used in lieu of the amendPus sale or exchange of a principal residence located outside

form prescribed in pata) or (b). isconsinif: .
Example: Wisconsin form 1X-R was developed in 1993 to address the issue of 1. The previous sale or exchange occurred in taxable year

theflow-through of interest exempt fromisonsin taxes received from a qualified 19750r thereafter when thadividual was not a resident ofisY

retirementplan. consin;or

(d) An amended Wgconsin return or credit claim filed for a 2 Th .
. : ; . The previous sale axchange occurred before taxable year
purposeother than to request a refund is not required to be f'l‘?@?s,whether the individual was a resident or not at the time of

on aespl\jmflc form. A ded ret dit claim shall b the sale or exchange.
( ) ANNER. (a) n amended retur crecit claim shall be Example: A taxpayer becomes ai¥¢onsin resident on July 1, 1988. Prior to

In writing, |nd|Ca_te the reporting per_'Od for white Change WaS pecominga Wsconsin resident the taxpayer had owned severtgrelift homes.
madeand contain a statement setting forth the specific groungightime a new home was acquired, the federal nonrecognition of gain provisions
uponwhich the amended form is based applied with respect to the gain realized from the sale of the previous home. Upon
: X ’ becominga Wisconsin resident, thaxpayer owned a home in Missouri with a-fed
(b) An amended return aredit claim other than form 1X shall eraladjusted basis of $65,000 ($95,000 cost, less $30,000 of gains postponed from
be identified as an amended form by checking thmended prior sales). The Missouri home was sold for $97,000 in August 1988. The taxpayer

return” box if one is provided on the form or by markingggﬁlr(ijﬁgwrg;t:)s%ng%%soelanew residence. Thsecdhsin adjusted basis of the Mis

"AMENDED" across the top of the first page of the amended (o) For residential real property and certain agricultural real

form. _ propertyplaced in serviceuring taxable year 1986, depreciation
(c) A claim for refund may not be made a part of or attacheghdgain or loss on disposition of the property shall be computed

to any original Visconsin return or credit claim. underthe Internal Revenu@ode in efiect on December 31, 1980
(d) An amended return aredit claim shall be mailed to theunless:

departmentt the address specified on the form or inits instruc 1 The property is placed in service out-of-state by a taxpayer
tions. duringtaxable year 1986 before the taxpayer becomeseont

Note: Subchapte¥Il of ch. 77, Stats., was amended b999 Wss. Act9to create ; ; ; P ;

arecycling surch@re efective for taxable years beginning on or after January P,In res!dgnt. In this case, the propestyidjusted basis and

2000,and by2011 Wis. Act 32to change the recycling surcharto the economic depreciatiorare the same as taenounts allowable for federal tax

developmensurchage efective July 1, 201 For taxable yeaending before April - purposes.

1, 1999, subchVIl of ch. 77, Stats., provided for a temporary recycling surgbar . . . . )

theterm “economic development surcaas used in this section refers to the %tem _ Example: A taxpayer becomes aii¢onsin resident on January1B87. Prior

poraryrecycling surchae” for those years and to the “recycling surgeaprior to 1O that date, the taxpayer is an lllinois resident. On July 1, 1986, the taxpayer pur

July 1, 2011. chasesalnéjsglswcses in _servlce retﬁd?mlal realdprort)e(;t)t; Io_catec:jl(r:| III|n0|_s.t_ Cl)1r;dtge tax

. ; ’ payer’s consin return, the taxpaysrdjusted basis and depreciatio

(2n'\"‘|;) t?i 73 f (;tio?;'a;xl27.éz7lrit<;r7pr791t58(s)s(711é)2a5r%$17) gg’(g)nggz’sn'?’o (4)71.738 propertywill be the same as the amounts shown on the taxpd87 federal return.
Hilstor. - or 'Re ist.e Au 'us't 1576 No 24{“‘ 0-1-76: an.w (1) (@Register Thetaxpayer does not have to recomputelthsis of the property and depreciate it

Septemgél’,l983 '9‘0_ 353e%. 16-1-83; am. (1) () and (b).and recr(1) (g) and  Usingone of the methods permitted under the December 31, 1980 Code.

(2), Register February1990, No. 410eff. 3-1-90; r and recrRegister May, 1996, 2. The property located out—of-state is acquired transac

No. 485 eff. 6-1-96;CR 02-032am. (1), (3)a), (b), () and (e), (4) (b) 1, 2., 4., 5., tion occurring in taxable year 1986 or thereafter wheréottsis

f‘g‘{ﬁ‘;) g?};g’((g’,)'afn?,“g,;ggg@{éﬁ%g?gfé; A0S Ay aenum. and am- (3 & P9t the property in the hands of the transferee isstirae as the

am. (1), (4) (b) 4Register November 2010 No. §5&. 12-1-10,CR 12-01: am.  adjustedbasis of the property in the hands of the transfefbe

(1), (3) (a) to (c), (eRegister July 2012 No. 676f. 8-1-12. adjustedbasis of the property on the date of the transfer is the same
CrossReference:See s. @x 2.67 (2) (e) for rules relating to amended returns fo,

hsthe federal adjusted basis.
Example: A taxpayer is a \lgconsin resident. The taxpayer receives by gift on

Tax 2.30 Property located outside W isconsin — January 1, 1986, residential real property located in lllinois. The adjusted basis of

_— ] . . the property to the donptransferoris $200,000. In acquiring the property by gift,
depreciation and sale. (1) Score. This section applies only ihetaxpayertransfereereceives the same adjusted basis in the property as the trans
with respect to resident individuals, estates, and trusts. feror. The Wsconsin adjusted basis will be the fedemdjusted basis on January 1,

: : “ #1986.

(2) DEFINITION. ~ In this SeCtlon’. Internal Revenue Code Note: In the case dMsconsin Department of Revenue vs. Romain A. Holdek,
mean§the Internal Revenue Code irfesit for the taxable year wis. 2d 274(1981),the Wisconsin supreme court held that for the purpose of-deter
specifiedin s.71.01 (6) Stats. mining a loss on a sale, the basis of property located outsiseowgin acquired

E le: For taxabl 1988, “Int IR Catens the Int | beforethe owner became ai¥onsin resident is the basis determined under the Inter
Rev)a(eir:&%de ?nr e(aé((i Oﬁ )Iseea(l:rembef 31n %nf; evenue ns the Internal 51 Revenue Codeln this section the same principle is applied to gains realized on
’ ' the disposition of such propertyThis principle was codified into 1.05 (1) (m),

(3) RESIDENT INDIVIDUALS, ESTATES,AND TRUSTS. INCOMeE Or  Stats.by1985 Ws. Act 261 effectivefor the earliest taxable year in respect to which

lossderived from property and business located outsitse - additionalassessments or refunds may be made. Section 71.05 (1) (n) and (0), Stats.,

. X - f was also created B85 Wis. Act 261to provide exceptions with respect to a penci
sin by resident individuals, estates, angbts, is taxable or deduct palresidence ééctive for the same period of time. Section 71.05 (I), (m), (n), and

ible as appropriate under chl, Stats. Except as provided in subyo), stats., was renumbered s. 71.05 (12) (a), (b), and (c), Statsgby\s. Act 312
(4), the basis for depreciation and for determining gain or I0ss Omote: Section 71.07 (1), Stats., was amende@hgpter 39, Laws of 1976fec-
dispositionof property for these taxpayers is the same as the bgkswith Ithe 1975; Iaxatb'e Yglap rior to thf 1975 ‘f‘x?bl%eaf ncome of 'Osftﬁe”"ed .

h rom real property or tangible personal property followed the situs of the property
determinedunder the InternaRevenue Code, whether the POP from which derived. Section 71.07 (1), Stats., was renumbered ss. 71.04 (1) (a) and

erty was acquired before becoming or while a resident of this state3e62(1), Stats., by987 Ws. Act 312

combinedgroups.
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Tax 2.30 WISCONSINADMINISTRATIVE CODE 18
Note: SectionTax 2.30interprets ss71.05 (12) (a)(b) and(c), (15), (16), (17) 2) The “Pro Bowl.”
anﬂ_(lS) a”dgl-FSA @ ('325‘_??378 No. 2686f. 5-1-78 g (3),Regi 3) Promotional caravans.
istory: Cr. Register April, , No. efl. 5-1-78; randrecr (3), Register, .
July, 1982, No. 319ef. 8-1-82; r (3), renum. (1) to be (2) and am..(d) and (4), (3) METHOD OF ALLOCATION. (&) General. The allocation to
am. (3), Register June, 1990, No. 414f. 7-1-90. Wisconsinof income earned by a nonresident employee as total
compensatioffior services rendered asmember of a professional
Tax 2.31 Compensation received by nonresident athleticteam shall benade on the basis of a fraction, the numera

members of professional athletic teams. (1) Score. This tor of which is the number of duty days spent withirs®gnsin
sectionapportions and allocates tadtbnsin, in a fair and equita renderingservices for the team in any manner during the taxable
ble mannera nonresident employsetotal compensation for ser yearand the denominator of whighthe total number of duty days
vicesrendered in \iéconsin as a member of a professiathletic spentboth within and outside 1&tonsin duringhe taxable year

team. The section does not apply to employees domiciled in a(b) Duty days during théaxable year Duty days shall be
statewith which Wisconsin has a reciprocity agreement. includedin the fraction described in p4a) for the taxable year
Note: Wisconsin has reciprocity agreements with lllinois, Indiana, Kentuckyn which they occyrincluding where a teasbficial pre—season
Michiganand Minnesota. - training period through the last game in which the team competes,
(2) DerNTIONS. In this section: or is scheduled to compete, occurs during more than one taxable
(a) Except as provided in subds.and2., “duty days’means year. The following additional provisions apply:
all days during the taxable year from the beginning of a profés 1 pays during which a member of a professional athletic
sionalathletic teans official pre—season training period throughyeamis on the disabled list, does not conduct rehabilitation activi
the last game in which the team competes or is schedutslino eq 4 facilities of the team and is not otherwise rendering services
peteand days on which a member of a professional athletic tegff the team in \iconsin, may not be considerety days spent
rendersa service for a team on a date outside this time periaff. \visconsin. Howeverall days on the disabled list shall be
Renderinga service includes conductiigining and rehabilita  incydedin the total duty days spent both within and outside-W
tion activities at the facilities of the team. Included within dutyn<in
daysshall be game days, practice days, days spent atntegtn ) . . .
ings, promotional caravanand preseason training camps, days, nz{mlreat\i/r?gl; d;?mtgt?ér?:l Qg:a:\r/lgn(;l\é?hglrtg?rrnﬁa??gerﬁ %r\f‘grt]'tce’

spentparticipating in instructional leagues, dayent at special aynot be considered dutjays spent in Wconsin but shall be

gamessuch as the “Pro Bowl!” or an “all-star” game and da . P )
servedwith the team through gfiost-season games in which théﬁinggﬁldn the totalduty days spent both within and outside

teamcompetes or is scheduledaompete. The following excep . .
tionsto this definition apply: (c) Bonuses.Bonusesvhich shall be included for purposes of

1. Duty days for any person who joins a professional athleffa® @llocation described in pga) are: _
teamafter the beginning of the teasroficial pre—season training 1. Performance bonuses earned as a result of play during the
period shall begin on the day the person joins the team.- Caigason.including bonuses paid for championship, pléayaf
versely,duty days for any person who leaves a professional atRoWl” games played by a team or for selection to all-star league
letic team before thiast scheduled game shall end on the day tif other honorary positions.
personleaves the team. Where a persaiitches professional ath 2. Bonuses paid for signing a contract, unless all of the fol
letic teams during a taxabieear separate duty day calculationdowing conditions are met:
shallbe made for the periods the person was with each team.  a. The payment of the signing bonus is not conditiopain

2. Days for which a member of a professional athletic teaife signee playing any games for the tearpanforming any sub
is not compensated and is not rendering services for the tearggguenservices for the team, or even making the team.
anymannerincludingdays when the member has been suspended b. The signing bonus is payable separately from the salary and
without pay andprohibited from performing any services for theany other compensation.

team,may not be treated as duty days. c. The signing bonus is nonrefundable.

(b) “Member of a professional athletic team” in(?lUdeS employ Examples: The following examples illustrate the provisions of this subsection:
eeswho are activglayers, players on the disabled list or any other 1) gayer A, a rembe of a rofessiongathletic team is a nresidenof Wiscon-

personssuch as coaches, managers and trainers, andaweho sin. Hayer A's ontrad for the eam requires A © repott to the eams training camp

; ; i to participat in dl exhibition, regula seasonand payoff games Hayer A has
requwedt(_) and do tr‘?“’e' with and perform Services on behalf g o-yea contractwhich covers £asos that occur during taxabk yea 1/taxable
aprofessional athletic team on a regular basis. year2 and axabk yea 2'taxabk year 3. Hayer A's ontrad provides ha Areceive

(c) “Professional athletic team” includes, but is not limiied %ggg'gggg{tﬁ‘: gfaasfmmmc'ﬁhocogﬁ?m%@%gggse?gtggﬁaebyifg z aa;‘g
any professional baseball, basketball, football, hockey or SocG€kceive %50,0® from the mntra¢ during taxabk yea 2 $250,00 for one-half
team. theyea l/yea 2 easm and $300,0M for one—haf the yea 2/lyea 3 :ason) The

w . . portionof the @mpensatio receivel by Player A for taxabk yea 2 which is dloca-

(d) TOFal compensation for services rendered asmber of bleto Wiscons is ceterminel by multiplying the mmpensatio Fayer A receives
a professional athletic team” means the total compensatiduingthe axabk yea ($550,000 by a fraction the rumerato of which is he tal
receivedduring the taxable year by the member for services re[njfi‘nbgetg(gg%ggg’fznaginggg%'ebg?hemg ;’;’a‘("gﬁg e ean ';‘Qﬁaceo;‘esé?
dergd from the beginning of _the Mla| pre—seasortraining _ 2lyear3 ®asohend thedenominato of which is the bta numbe of Player A's city
period through the last game in whithe team competes or isdaysspert both within and outside Wsconsh for the entire taxabk year 2.
scheduledo compete durinthat taxable yeaand during the tax ~ 2) Fayer B, amembe of a rofessiongathletic eam,is a mnresidenof Wiscon-
ableyear on a dateutside this time period. The compensatiof{iic's s ndergon medic reaimes & & dinic, which s 1ot & iy of the
includes, but is not limited to, salaries, wages, bonusss teamhutisocatedn Wsconsin B's eam ravek b Wisconsh foragame The cays
describedn sub.(3) (c)and any other type of compensation paié's ‘2%?”?362:’; n \{WOCS)%C;F dsgrgrdrjfscdtﬁ %g];fnmité%%i gﬁarmggigg E)?tsr?z;t
during the taxable year toa member of a professmryal athletic te bleyear but those chys ae nclide within tota duty days penthoth within and
for services performed in that yeafhe compensation manot  outsideWisconsin.
includestrike benefits, severance pggrmination paycontract or  3) Player C, a member of a professional athletic team, is a nonresideiscoRW
optionyear buy-oupayments, expansion or relocation paymengd. During the season, C is injured and is unable to render services fea@. C

. performs rehabilitation exercises at the facilities af t8am in Visconsin as well as
or any other payments not relateal services rendered for thea’[personal facilities in \lgconsin. The days C performs rehabilitation exercises in

team. thefacilities of C5 team are considered duty days spentigsc@sin for Player C

. A - for that taxable yeartHowevey days Player C spends at personal facilitidsiston-
__Examples: Services rendered on a date that does not fall within the regular seagibrenot considered duty days spent isgénsin for Player C for that taxable year
includeparticipation in:

butthose days are included within total duty days spent both within and outiside W
1) Instructional leagues. consin.

Published under s. 35.93, Stats. Updated on the first day of each month. Entire code is always current. The Register date on each
RegistetMay 2015 No. 713 page is the date the chapter was last published. Report errors (608) 266-3151.


http://docs-preview.legis.wisconsin.gov/document/statutes/35.93
http://docs-preview.legis.wisconsin.gov/document/statutes/35.93
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.30
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(12)(a)
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(12)(b)
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(12)(c)
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(15)
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(16)
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(17)
http://docs-preview.legis.wisconsin.gov/document/statutes/71.05(18)
http://docs-preview.legis.wisconsin.gov/document/statutes/71.04(1)(a)
http://docs-preview.legis.wisconsin.gov/document/register/268/b/toc
http://docs-preview.legis.wisconsin.gov/document/register/319/b/toc
http://docs-preview.legis.wisconsin.gov/document/register/319/b/toc
http://docs-preview.legis.wisconsin.gov/document/register/414/b/toc
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.31(2)(a)1.
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.31(2)(a)2.
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.31(3)(c)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.31(3)(a)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Tax%202.31(3)(a)

Publishedunder s35.93 Wis. Stats., by the Legislative Reference Bureau.
19 DEPARTMENT OF REVENUE Tax 2.32

4) Player D, a member of a professioatiletic team, is a nonresident ofSébn- 1. Gross receipts or sales reportable on line 1a of federal form

sin. During the season, D travels tasabnsin toparticipate in the annual all-star _ At : :
gameas a representative ofteam. The days D spends ifs@dnsin for practice, 990-T, exempt oganization business income tax return.

gltigari?e, meegpgs, etc., arencon_sidfrgd dto t}% duty gﬁys dSpe'HChnm'h gothlayﬁ,r 2. The gross sales price from the disposition of capital assets
or that taxable years well as included within totduty days spent both within - anq b siness assets includable in computing the gain or loss on

and outside \igconsin. .
5) Assume the same facts as in example 4, except that Player patiwpating lines4a and 4b of federal form 990-T

in the all-star game and is not rendering services ftdm in any mannePlayer 3. Gross rents includable in computing rent incamdine 6
D is instead traveling to and attending the game solely as a spettatatays Player of federal form 990-T

D spends in éconsin for the game are not considered to be duty days speistin V\P . : .

consin. However those days are included within total duty days spent both within 4. Gross income from unrelated debt-finanqadperty

andoutside Visconsin. includablein computing unrelated debt-financedome on line
6) Player E, a member of a professioattletic team, is a nonresident ofséon- 7 of federal form 990-T

sin. During the pre-season, E travels t@#8nsin to participate ia training camp . . X
which E's teamconducts in Wéconsin. E performs no further services itsd@nsin. 5. Gross interest, annuities, royalties and rents from con

E’stearg dpe\sm not play any rfgullgrtsea,son or figgwhes in \A(fcor:jsitn-bThg ?asés trolled organizations includable in computirtjose items of
spends in Wéconsinat the teans training camp are considered to be duty day : _
spentin Wisconsin for Player E for that taxable year fncomeon line 8 of federal form 990-T

(4) ALTERNATIVE METHODSOFALLOCATION. Itis presumed that 6. Gross investment income includable in computing irvest
applicationof the provisions of thisection will result in a fair and mentincome on line 9 of federal form 990-T
equitableapportionment of compensation received by noaresi 7. Gross exploited exempttivity income includable in com
dentmembers of professionathletic teams. Where it is demon puting that item of income on line 10 of federal form 990-T
stratedthat the method provided under this section does not fairly 8. Gross advertising income includable in computing adver
andequitably apportion the compensation, the department mging income on line 1 of federal form 990-T
requirethe membenpf a professional athletic team to apportion 9. Gross receipts passed through from other entities, and all

andallocate the compensation under a method which the_dep@ her receipts that are included in gross income fascshsin
mentprescribes, provided the prescribed method results in a Al chiseor income tax puUrpoSes.

andequitable apportionment. A nonresident member of a profes
sional athletic team may submit a proposal for an alternative .o X
methodto apportion compensation where the member demdi€ansthe sum of the following items reportable by insurance
stratesthat the method provided under this section does not faifffmPanies:

andequitably apportion the compensation. The proposed method 1. Grosspremiums earned reportable on lines 1 and 8 of
shall be fully explained on the memberWsconsin income tax scheduleA on federal form 120-PC, U. S. property and casualty

(c) “Gross receipts from all activities of insurance companies”

return. insurancecompany income tax return.
Note: SectionTax 2.31linterprets ss71.02and71.04 (1) (apnd(11), Stats. 2. Gross dividends reportable on line 2 of schedule A, or line
History: Cr. RegisteyMay, 1996, No. 485ef’. 6-1-96. 2 of schedule B if applicable, on federal ford20-PC.
. 3. Gross interest income reportable on line 3a of schedule A,
Tax 2.32 Economic development surcharge — or line 1a of schedule B if applicable, on federal fort2a-PC.

gross receipts defined. (1) Purposk. This section defines 4G i tabl line 4 of schedule A. or line 3 of
“grossreceipts” for purposes of the economic development syr_, % >f0SS rents reportable on iné 4 of Scheduie A, orfine 5 o
chargeunder subchVIl of ch. 77 Stats SscheduleB if applicable, on federal forml20-PC.

Note: For taxable years beginning before January 1, 2013, an economic develop 5. Gross royalties reportable on line 5 of schedule A, or line

mentsurchage is imposed on: (a) individuals, estates, trusts, statutory emptoytes 4 of schedule B if applicable, on federal ford20-PC.

partnershipshat have at least $4,000,000 in gross receipts from a trade or business 6. Th | ice f he di -, f ital
for the taxable year; (b) corporations and insurershhee at least $4,000,000 in . The gross sales price from the disposition of capital assets

grossreceipts from all activities for the taxabfear; and (c) individuals, estates, and business assets includable in computing the gain or loss on

trustsand partnerships engaged in farming that have at least $4,000,000 in griigres 6 and 7 of schedule A. or lines 5 and 7 of schedule B if-appli
receiptsfrom farming forthe taxable yearFor taxable years beginning on or aﬁercable on federal form 120—,PC

January 1, 2013, an economic development sugehiaronly imposed on corpera
tionsand insurers thatave at least $4,000,000 in gross receipts from all activities for 7. Gross receipts passed through from other entities, and all

thetaxable year ) other receipts that are included in gross income fasddhsin

~ (2) DeriNimions. In subchVII of ch. 77 Stats., and thisee  franchiseor income tax purposes.

tion: . . _ o (d) “Gross receipts from all activities of tax—option (S) cerpo
(a) “Gross receipts from all activities of corporations” meangtions” means the sum of the following items reportable by S cor

the sum ofthe following items reportable by corporations otheporations:

thanthose listed 'f] pargc) and(d): ) 1. Gross receipts or sales reportable on line 1c of federal form
1. Gross receipts or.sales reportable on line 1c of federal foIm0S U. S. corporation income tax return for aed@poration.

1120,U. S. corporation income tax return. 2. Gross rents includable in computing the income from real
2. Gross dividends reportable on line 4 of federal fol201  estateand otherental activities reportable on lines 2 and 3a of
3. Gross interest income reportable on line 5 of federal forseheduleK on federal form 120S.

1120. 3. Grossinterest income reportable on line 4 of schedule K
4. Gross rents reportable on line 6 of federal fofra0l on federal form 120S.
5. Gross royalties reportabia line 7 of federal form120. 4. Ordinary dividends reportable on line 5a of scheduteK

6. The gross sales price from the disposition of capital asst&deralform 1120S.
andbusinessassets includable in computing the net gain or loss 5. Gross royalties includable in computing royalty income
onlines 8 and 9 of federal forn120. reportableon line 6 of schedule K on federal forrh2DS.

7. Gross receipts passed through from other entities, and all 6. The gross sales price from the disposition of capital assets
other receipts that are included in gross income fasdahsin  andbusiness assets includable in computing the gain or loss on
franchiseor income tax purposes. line 4 of federal form 120S and lines 7, 8and 9 of schedule K

Note: In this subsection, line numbers of forms refer to thel 26ams. on federal form 120S.

(b) “Gross receipts from all activities$ exempt aganizations 7. Gross receipts passed through from other entities, and all
taxableas corporations” means the sum of the following itenather receipts that are included in gross income fasdbhsin
reportableby those entities: franchiseor income tax purposes.
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Tax 2.32 WISCONSINADMINISTRATIVE CODE 20

(3) ComBINEDGROUPS The economic development sur@er nizationor for the privilege of doing business in that state or for
appliesto each member of a combined group separatgge s. eigncountry does not, in itself, create nexus.
Tax 2.82for rules pertaining to the imposition and calculation of Note: Refer to sTax 2.82for a description of factors which are recogniied
the economic developmestrchage for combined group mem determiningwhether nexus exists.

bers Examples:1) State A imposes a corporation franchise tax measured by net income
- . ’ for the privilege of doing business in that state. Corporation X files a retupagad
Note: SectionTax 2.32interprets subchVIl of ch. 77, Stats. the $50 minimum tax, although it carries on no activities in State A. Corporation X

Note: SubchapteYIl of ch. 77, Stats., was amended B999 Wss. Act 9to replace  doesnot have nexus in State A under these circumstances.
the expired temporary recycling surcbarwith a recycling surchae, efective for

taxableyears beginning on or after January 1, 2000, ang0dy Wis. Act 32to nessin State B {0 h -

; . : pay to the secretary of state an annual license fee or tax for the privi
changethe recycling surchge to the economic development surgaefective  oq0of daing business in the state regardless of whether the privilege is in fact exer
July 1, 201. This section applies to the economic development sgehar cised. Theamount paid is determined according to the total authorized capital stock

History: Cr. Registey August, 2000, No. 53@f. 9-1-00;CR 10-095am. (2)  of the corporation; the rates are progressively higher by bracketed amounts. -The stat
(9) (intro.), cr (3) Register November 2010 No. §5%&. 12-1-10,CR 12-01: am.  ytesetsa minimum fee of $50 and a maximum fee of $500. State B also imposes a
(title), (1), (2) (@) 1., (d), 1., 3. 10 6., (€) 1., (9) 1., 2., () 1LR@ister July 2012 No. corporationincome tax. Nonresident Corporation Y is qualified to do business in
679 eff. 8-1-12;CR 14-005r. (2) (e) to (h)Register August 2014 No. 70éff.  StateB and pays the required fee to the secretary of state but does not carry on any

2) State B requires all nonresident corporations which qualifggister to do busi

9-1-14. activitiesin State B. Corporation Y does not have nexus in State B under these cir
cumstances.
Tax 2.39 Apportionment method. (1) GENERAL. 3) Sate C equiresdl nonresidehcorporatiors qualified o registerel to do busi-

. . . .. nessin Sate C b pay to the ®cretay of state an annud permitfee a tax for doing
Exceptas p_rowded in sulg3), any person, except reS|de_nt "nd_' businessn the date’ Thebase d the fee o tax is he sim of (1) outstandiny capital
viduals, resident estates, and resident trusts, engaged in busirsgs$.and (2) surplus and individed profits. The fee a tax bas atributabk b Sate

; H f : ; : determina by a hree—factogoportionmemnformula NonresidenhCorporation
both in and outside this state shall apportion its apportlonatﬁﬁvhich Opera%ammn Sateapqppays 'he rquirad fee o tax to the ECEetayof

incomeusing the statutorgpportionment method as provided irstate. Corporatia Z by virtue ¢ its eration of a dant in SateC hes rexus in Sate
s.71.04 (4)or 71.25 (6) Stats., when the perserusiness in this C-
stateis an integral part of a unitary business unless the departmerf) State D imposs a @rporatio franchie tax measure by ret incone for the

. P - p : i privilegeof doing busines in thatstate Corporati;n W files a etum basel upon
in writing, allows reporting on a dérent basis. Howevefa cor o cines aitivities in the gate bt the anourt of computel liability is less than

porationis in acombined group, the corporatismfMsconsin  theminimum tax. Corporation W pys heminimum tax. Corporatioy W hes rexus
shareof the combined groug'apportionable income @®mputed in State D inde thes drcumstances.

asprovided in s71.255 (5) Stats., and further detailed inTsx 5) Corporation U is actively engaged in manufacturing farm equipment inEState
: ’ . - StateE imposes a net income tax but exempts corporations engaged in manufacturing
2-61(7) or (8)' as apphcable. Nonapportlonahmeome shall be farm equipment. Corporation U has nexus in State E under these circumstances.

allocatedas provided in s71.25 (5) (b) Stats_._ . ) . 6) CorporationV has a siles dfice and warehous locatel in Sate F Sate F des
Note: See sTax 2.62for rules that apply to determining if a unitary businessot impos a orporatio franchi® a incone ax. Corporatio V has rexus in Qate
exists. F

Note: A corporation may be in a combined group for taxable years beginning on “ ; i ” i i i
or after January 2009. See Jax 2.61 (2)or a description of corporations required (e) "Nonapportionable income” has the meaning given in s.

to use combined reporting. 71.25(5) (b), Stats.
(2) DerNiTIONS. In this section: () “State” means any state of tbaited States, the District of
Columbia,the commonwealth of Puerto Rico, and any territory

(5)(83) é\%pt)sortlonable incomehas the meaning given inL.25 possessionf the United States. A foreign country is natate.

P . . : : . (3) APPORTIONMENTFRACTION. (a) 1. Fotaxable years begin
(a)(zg;tSCombmed group” hathe meaning given in $1.255 (1) ning before January 1, 2006, pers@mgaged in business in and
N . N . . . outsidethis state, except direct air carriers, financiajamiza-
(ar) “Commercial domicile” has the meaning given ifs22  tjons, telecommunications companies, pipeline compapiess,
(19). Stats. lic utilities, railroads, and sleeping car companies, as defined in ss.
(b) “Engaged in business in and outside this state” means hag.04(8) (a)and(b) 1.and71.25 (10) (apnd(b) 1, Stats., and
ing business activity which is didient to create nexus in this statecorporationsthat are authorized to use an alternative method of
and at least one other state or foreign counffpr a combined apportionmentnder s71.25 (14) Stats., shall use an apportion
group, the activities of the combined groape taken as a whole mentfraction as described in81.04 (4) (ajpr71.25 (6) (a)Stats.
in determining if the combined group is engaged in busimessProperty,payroll, or sales relatetd the production of nonappor

andoutside this state, as provided ir7$.255 (5) (a)Stats. tionableincome may not be included in either the numerator or the
(c) “Gross receipts” means gross sales less returns and allégnominatoof any of the apportionment factors.
ances,plus service chges, freight, carrying chges or time- 2. If one ofthe factors described in suldd.is omitted pur

price differential chages incidental to the sales. Federal state Suantto s.71.04 (10)or 71.25 (1), Stats., the percentages of the
excisetaxes, including sales and use taxes, shall be includedragtionrepresented by the remainifagtors shall be adjusted as
partof the receipts if the taxes are passed on to the purchaseiobews:
includedas part of the selling price of the product. a. If either the property factor or payroll facisromitted, the
(cm) “Intangibleproperty” includes patents, copyrights, tradeotherfactor shall represent 33.3333 percent of the fractiqn and the
marks,trade names, service names, franchises, liceptass, salesfactor shall represent 66.6667 percent of the fraction.
specifications, blueprints, processes, techniques, formulas, b. If the sales factor is omittethe property factor and the
designs layouts, patterns, drawings, manuals, technical knowpayroll factor shall each represent 50 percent of the fraction.
how, contracts, and customer lists. Intangible property does not 3. |f either the numerator or the denominatothef sales fac
includestocks, bonds, certificates of deposit, or other securitiegy is zero ora negative numbegthe sales factor shall be deter
(d) “Nexus” means that a taxpayg&business activitin a state  minedas described in $1.04 (4m) (a) 1(b) 1, or(c) 1.or71.25
or foreign country is of such a degree that the state or foreign co(fm) (a) 1, (b) 1, or(c) 1, Stats.
try has jurisdiction to imposan income tax or franchise tax mea  (b) 1. For taxable years beginning after December 31, 2005,
suredby net income on the taxpayefor a combined group, the and before January 1, 2007, persons engaged in business in and
activitiesof the combined group are taken as a whole in determiutsidethis state, except direct air carriers, financiganmiza-
ing if the combined group has nexus in a state or foreign countigns, telecommunications companies, pipeline compaiieis,
asprovided in s71.255 (5) (a)Stats. Nexus may exist even if dic utilities, railroads, and sleeping car companies, as defined in ss.
stateor foreign country does not impose a tax on the taxpay@t.04(8) (a)and(b) 2.and71.25 (10) (ajpnd(b) 2, Stats., and
Converselyyoluntary filing and paying income or franchise taxesorporationsthat are authorized to use an alternative method of
whennot required to do so, or paying a fee for qualificatiogaer apportionmentnder s71.25 (14) Stats., shall use an apportion
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mentfraction as described in&1.04 (4) (bpr71.25 (6) (b) Stats. binedgroup that has made the controlled group election provided
Property,payroll, or sales related the production of nonappor in s.71.255 (2m) Stats., the entire combingdoup5 business is
tionableincome may not be included in either the numerator or tdeemedo be a single unitary business.

denominatorof any of the apportionment factors. Note: See sTax 2.395for an alternative method of apportioning the income of
. . . . certaincorporations. A qualifying combined group may also petition fal&mna
2. If one ofthe factors described in sutid.is omitted pW e apportionment method. SeeTax 2.64for details.

suantto s.71.04 (10)r71.25 (]l),_S_tats., the percentages of the (4) PROPERTY FACTOR. (a) Numerator; denominator The
fractionrepresented by the remainifegtors shall be adjusted aspymeratorof the property factor shall include the average value
follows: of the real and tangible personal property owned or rented and
a. If either the property factor or payroll facisromitted, the usedby the taxpayer in Wconsin in the production afpportion
otherfactor shall represent 25 percent of the fraction and the saégeincome during the tax period. The denominator shall include
factor shall represent 75 percent of the fraction. the average value of all of the real and tangible persomgderty

b. If the sales factor is omittethe property factor and the locatedeverywhere owned or rented and used by the taxpayer in
payroll factor shall each represent 50 percent of the fraction. the production of apportionable income during the tax period.
3. If either the numerator or the denominatothef sales fac P rOPErtyin transit on the date or dates for determiningvisrage

tor is zero ora negative numbethe sales factor shall be deter Y2lue,as described in pdf), shall be considered to be at itsdes

minedas described in 31.04 (4m) (a) 1.(b) 1, or(c) 1.0r71.25 tination, for purposes of computing tipeoperty factar The value
(6m) (a) 1, (b) 1, or(c) 1, Stats. ’ of mobile or movable property such as construction equipment,

- rucks,airplanes or other equipment which is located within and
(c) 1. For taxable years beginning after December 31, 20Qyt Wsconsin during théax period shall be determined for
and before January 1, 2008, persons engaged in business '”ﬁ?ﬁ%semf the numerator of the factor on the basis of the ratio of
outsidethis state, except direct air carriers, financigamiza-  time ysed, serviced and stored withiriseénsin to total time used,
tions, telecommunications companies, pipeline compapies, seryicedand stored during the taseriod. Howeveran autome

lic utilities, railroads, and sleeping car companies, as defined in§g assi : : ;

gned to a traveling employee shall be included in the
71.04(8) (a)and(b) 2.and71.25 (10) (apnd(b) 2, Stats., and nymeratorof the factor if the employes’ compensation is
corporationghat are authorized to use an alternative method é’isignedo Wisconsin under the payroll factor

apportionmentinder s71.25 (14) Stats., shall use an apportion ~ note: Refer to ss71.04 (5)and71.25 (7) Stats.
mentfraction as described in81.04 (4) (clor71.25 (6) (c) Stats. (b) Ownedproperty. Property owned by the taxpayer is valued
Property,payroll, or sales related the production of nonappor 4 jts original cost for purposes of computing the property factor
tionableincome may not be included in either the numerator or tﬁg a general rule “original cost” seemed to be the basis of the
denominatoof any of the apportionment factors. property for federal income tayurposes, prior to any adjust

2. If one ofthe factors described in suldd.is omitted pur  ments,at the time of acquisition by the taxpayer and adjusted by
suantto s.71.04 (10)or 71.25 (1), Stats., the percentages of th&ubsequentapital additions or improvements to the property and
fractionrepresented by the remainifegctors shall be adjusted aspartial disposition of the propertpy reason of salexchange,
follows: abandonmenor other means. If the original casftproperty is

a. If either the property factor or payroll facisromitted, the unascertainablehe property shall be included in the factor at its
other factorshall representl11111 percent of the fraction and thefair market value as of the date of acquisition by the taxpayer
salesfactor shall represent 88.8889 percent of the fraction. ~subsequenadjustments, other thatepreciation or amortization,

b. If the sales factor is omittethe property factor and the {0 N€t income which &ct property such as capitalizations of
payroll factor shall each represent 50 percent of the fraction. fepairsand adjustments iaventory shall also be included in the

3. If either the numerator or the denominatothef sales fac propertyfactor Theoriginal cost of depletable property such as
tor is. ti beth les factor shall be det mines,oil and gas wells and timber shall be reduced by any extrac
Oris zero ora negative numpgethe sales factor shall be deteriq, 1 the extent that cost depletion has been allowed. Inventories
minedas described in §1.04 (4m) (a) 1(b) 1, or(c) 1.or71.25  gpape included in the factor in accordance with vaiation
(6m) (a) 1, (b) 1, or(c) 1, Stats. methodused for Visconsin income or franchise tax purposes.

(d) For taxable years beginniaffer December 31, 2007, per propertyacquired by gift or inheritance shall be included in the
sonsengaged in business in and outside this state, except directzifor at its basis for federal income tax purposes. Pollution-abate
carriers financial oganizations, telecommunications companiesnent equipment or waste treatment facilities writtef @ an
plpellnepompanlgs, publlc utilities, railroads, and sleeping cakpense under §1.04 (2b)and (2g), 1985-86 or prior years
companiesas defined in s§.1.04 (8) (apnd(b) 2.and71.25 (10)  Stats. but still in use, shall be included at original cost.
(a) and(b) 2, Stats.and corporations that are authorized to usenNote: Refer to ss71.04 (5) (cand71.25 (7) (c) Stats.
analternative method of apportionment undéfls25 (14) Stats., (c) Rented poperty. Property rented by the taxpayer is valued
shalluse only the sales factor to compute the apportionment fragg times the net annual rental determined atsalength for pur
tion, as provided in s71.04 (4) (d)or 71.25 (6) (d) Stats. Sales posesof computing the property factoNet annual rental is the
relatedto the production of nonapportionable income may not B@nualrental paid by the taxpayer allocated by the department
includedin either thenumerator or the denominator of the salegursuanto s.71.10 (1) 71.30 (2)or 71.80 (1) (b) Stats., less any
factor. If either the numerator or the denominator of the sales faghnual rental received by the taxpayer from sub-rentals. In
tor is zero ora negative numbethe sales factor shall be deter exceptionakases this definition of net annual rental may result in
minedas described in s81.04 (4m) (a) 2(b) 2, or(c) 2.0r71.25 g negativevalue or clearly inaccurate valuation. In these excep
(6m) (@) 2, (b) 2, or(c) 2, Stats. tional instances, any other method which will properly reflect the

NO_‘eli See ssTax 2-4f62-47' 2-4?5 2.48 2-4%_2-495_2-50 2.502 and2.505for — petannual rental value may be required bydhpartment or may
specialapportionment fractions of interstate direct air carriers, motor carriers, ra{ie . ;
roads, sleeping car companies, pipelines, financial institutions, broker-dealels; requeSted by the taxpayer; howevarno case may the net

investmenadvisers, investmerbmpanies, underwriters, public utilities, telesom annualrental be less than an amount which b&aessame ratio
munications companies, and professional sports clubs. to the total annual rental paid by ttexpayer as the rental value

Note: Corporations that are in combingtbups use a modified sales factor to i 1
computetheir Wisconsin share of apportionable incometioé entire combined of the part of the property used by the taxpayer |rptbeluct|on

group. See s71.255 (5) Stats., and Sax 2.61 (7)or details. of apportionable income bears to the total rental value of the same
(e) The apportionment method may be used only if the ta¥€ntalproperty ) _
payeror combined group is engaged in business bothigTal- (cm) Annual ental. In this subsection, annual rental:

sinand at least one other state or foreign cowniyits business 1. Is the amount paid as rental for the propfmtya 12-month
in Wisconsin is an integral part of a unitary busindsst a com period. Where property is rented for less than a 12—month period,
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the netrent paid for the actual period of rental shall constitute thﬂa’ncltéded_in The n\l;\lmeratqr of the payroll factor since the emplsyservice is per

“annualrental” for the tax period. Where a taxpayer has rent&medentirely in Wsconsin.

property for a term of 12 anore months and the tax period for, . . X . \ ey

which the property factor is being computed covers a pesfod Wisconsin,but the service performed withoutis®onsin is inci

lessthan 12 monthssuch as may be due to a igamization or dental to the individua' service within Wéconsin.

changeof accounting period the net rent paid for the short taxExample: Corporation B has its headquarters and a manufacturing plarigin W
. : ) . . consin. Corporation B also has a manufacturing plant located in Indiimaman

periodshall be annualized; howeve‘rt,he rental term s foless agerof the Wsconsin manufacturing plant spends two weeks durintathgear at

than 12 months, the rent shall be adjusted accordingly the manufacturing plant located in Indiana training the pamt managerThe com

2. Is the actual sum of money or other consideraiayable, P;?S?EQ?JJQS Yﬁ?gﬂfﬁ%@é@”é?ﬁ&?ﬁ?& '?n”ﬂﬁé”igﬁg Ilg 52333?3???% wigm"
directly or indirectly by the taxpayer or for its benefit for the us@ormedin Wisconsin.
of the property and includes: 3. A portion of the service is performed insébnsin and the
a. Any amount payable for the use of real or tangible persoitgseof operations of the individual is inig¢onsin.
property,or any part of the propertywhether designated as a fixed Example: Corporation C has a salesio$ located in Wsconsin. A salesperson

sumof moneyv or as a percentage of sales. profits. or otherwisaorking out of the Visconsin dfice solicits sales Wisconsin, Minnesota and lowa.
Y P 9 P ' S\gi%cea portion of the salesperserservice is performed Wisconsin and the sales

b. Any amount payable as additional rent or in lieu of rentgerson’sbaseof operations is in Wconsin, the compensation of the salesperson is
suchas interest, taxes, insurance, repairs or any other items whighided in the numerator of the payroll factor
arerequired to be paid by the terms of the lease or other arrange 4. A portion of the service is performed indabnsin and, if
ment,but does not include amounts paidsasvice chages, such thereis no base of operations, the place from which the individu
asutilities or janitor services. If a payment includes rent and othal's service is directed or controlled is indbnsin.
chargesunsegregated, such as rental gbarfor public ware Example: Corporation D has its regional saleficefin Wsconsin. An lowa resi
housesthe amount of rent shall be determined by makingga dentworks out of her home as a salesperson for Corporation D and solicits sales in

f . lowa, lllinois and Wisconsin. The salesperson is directed fitben regional sales
sonable allocation between the rent and the other items. office located in Visconsin. The compensation of the lowa salesperson is included

3. Does not include incidental day—to—day expenses suchiraie numerator of the payroll factor since a portion of her service is performed in
hotel or motel accommodations daily rental of automobiles Isconsin,she has no base of operations and she is directed fiscoWin.

royaltiesbased on extraction of natural resources, whether-repre . 2- A portion of the service is performed withiriséonsin and
sentedby delivery or purchase. For this purpose, a royal itherthe bas®f operations of the individual nor the place from

includesan amount paid to a holder of an interest in real propeif{nich thet s?rz/rllce is directed ofr contaollgdtnﬁiny_ Séat.ed'” ‘:}’h'?h
which constitutes a sharing of current or future production of natgPmepar (\)M eservice Is periormed, but the individisarest
ral resources from the propertyhether denominated as royalty 9€NC&IS 1N Wisconsin.
advancedoyalty rental de|ay rental or otherwise Example: Corporation E is headquartered in and has its sdies of Indiana and
Note: Refer t 7‘1 04 (5 ' d71.25 (7 Stat ’ maintainsinventory in Wsconsin. A Wisconsin resident salesperson solicits sales in
ote: Referto ss A (5) (cland71.25 (7) (c) Stats. Wisconsinand Minnesota. The compensation of thesddhsin salespersois
(d) Leasehold immvements.Leaseholdmprovementshall, includedin the numerator of the payroll factor since a portion of the salespessen’

for the purposes of the property factbe treated as property Yice s performed in éconsin, the salesperson is a residentfstonsin and the
OWned by the taXpayer regardless Of Whether the taxpayerzgsperson; irected or controlled from Indiana but performsseovices in Indi

2. Theindividual's service is performed within and without

entitledto remove the improvements or the improvemeensrt 6. The individual is neither a resident of nor performs services
to thelessor upon expiration of the lease. The original cost pf wisconsin but is directed or controlled from aficef in WMs-
leaseholdmprovements shall be included in the factor consinand returns to Wsconsin periodically for business pur

(e) Co_nstruqtion in pogress. Property or equip_ment under_posesand the state in which thiedividual resides does not have
constructionduring the tax period, except inventoriable goods ifurisdiction to impose income or franchise taxes on the employer
processshall be excluded fro_m the factor urttile property IS Example: Corporation F has its saleffice in Wisconsin. A salesperson resides
actuallyused by the taxpayer in the regular course of its tradeioNebraska and solicits sales in Nebraska and Kansas. Corporation F does not have

i i i H xusin Nebraska or Kansas. Thalesperson returns to theésdbnsin sales @ite
business. If the pr_operty IS partlal_ly used by the taxpayer in th%er two weeks each year for meetings and training. The compensation of the
regularcourse of its trade or business while under constructiaibpraskasalesperson is included in the numerator ofpégroll factor since he is

thevalue of the property to the extent used shall be included in tirectedfrom an ofice in Wisconsin, returngo Wisconsin periodically for business
propertyfactor purposesand Corporation F does not have nexus in Nebraska.

Note: Refer to ss71.04 (6) (agnd(b) and71.25 (8) (ajpnd(b), Stats.

(b) Services.An individual shall be considered to be perform
iﬁb a service in Méconsin during the year if the individual per
forms services in Wéconsin for at leash days during the year
he compensation of any one employee may not be split between
or more states during the year; howeeis does not apply if

(f) Averaging poperty values.As a general rule the “average
value” of property shall be determined by averaging the value
the beginning and ending of the tax period, but department
may require or the taxpayer may utilize the averagingofithly
valuesduring the tax period if reasonably required to properly
reflectthe average value of the taxpageproperty Averagingby  the employee is transferred or changes positions during the year
monthly values shall generally be appligdsubstantial fluctua C tion.C tion includes:
tionsin the values of the property exist during the period, or (c) Compensa lon.Lompensation incluges:
whereproperty is acquired after the beginning of the tax period or 1. Weges, salaries, commissions @my other form of remu

disposedf before the end of the tax period. neration paid to employees for personal services including
Note: Refer to ss71.04 (5) (djand71.25 (7) (d) Stats. amountscontributed to a qualified cash or deferred arrangement

(5) PavroOLL FACTOR. (@) Numerator; denominator The under sectiod01 (k) of the Internal Revenue Code on behalf of

numeratorof the payrolffactor shall include the total amount paiceMployeesvho have elected to participate in the plan. However
in Wisconsin during the tax period by ttexpayer for compensa Matchingcontributions tahe trust by an employer under section
tion in theproduction of apportionable income and the denomin401 (k) of the Internal Revenue Code are not included since the
tor shall include the total compensation paid everywhere durif§'Ployeesio not have a righb receive the matching contribu
thetax period by the taxpayer in the production of apportionabins directly in cash.

income. Compensation is paid inig¢onsin and included in the 2. The value of board, rent, housing, lodging and other-bene
numeratorif, as provided in ss71.04 (6) (b)and71.25 (8) (b) fits or services furnished to employd®sthe taxpayer in return

Stats.,one of the following applies: for personal services, provided that these amounts constitute
1. The individual’s ®rvice is performed entirely within incometo therecipient under the federal Internal Revenue Code
Wisconsin. for the year for which the payroll factor is computed. Indhse

Example: Corporation A has a manufacturing plant located iscéhsin. The of employ_e_es not SUbJe_Ct to the f(_aderal lntemal_ Revm'
compensatiowf an lllinois resident who works at thessonsin manufacturing plant Such as citizens of foreign countries employed in foreign-coun
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tries, the determination of whether the benefits or services eonsfithe sale, would be the determinative, which is contrasyainte. These sales are

f referredto as “dock sales,” which are those sales where a purchaser uses its owned
tuteincome to the employees shall be madthasgh the employ or rented vehicles a common carrier it has made arrangements with to take delivery

eesare subject to the federal Internal Revenue Code. of the product at the seller—taxpayseshipping dock.

3. Deductible management or service fees paid, or manage b. Thetaxpayer at the designation of the purchaserthe
mentor service fees allocated by the department undét.$0 purchaserdeliversto or has the property shipped to a recipient
(1), 71.30 (2)or 71.80 (1) (b) Stats., to a related corporation, astherthan the purchaser withinig¢onsin.
d_eflnedln sectior267 (f) (1) of the Internal Reven_ue Code, as-CoN  Eyample: Corporation M is a Wtgconsin manufacturer thaells plumbing ware
siderationfor the performance of personal services. As providedan lllinois wholesaler and retailer to piekedup at the manufacturershipping

i ini ckin Wisconsin. The purchaser has its corporate headquarters in lllinois. The pur
in s.71.25 (8) (d) Stats., the recipient of these fees may ngﬁaseruses its own vehicle to pick up plumbing warel haul it to the job site of the

includethe compensation paid to its employees with respeloeto ;rchaser'sustomer The customeis a plumbing contractor that is working on a
personalservices in either the numerator or denominator of itewmotelbeing constructed in Madison,isonsin. These dock sales are assigned

payroll factor and the situs of tHees is in Visconsin if the ser to Wisconsin in Corporation M’sales factor in its apportionment formula\fds-
consintax purposes, since the purch&seustomes location is in Wsconsin and

vicesfulfill one of th.e requirements of pgg). Except fOI’ these  theproduct is shippetb Wisconsin. The delivery to the plumbing contractor was at
managemenbr service fees, payments made to an independémtdesignation of the purchaser and that is where the product was delivered. There

i e, Corporation M, for Wsconsin franchise tax purposes, is required to include the
contractoror any other person not properly classifiable as E;a?rLountof this dock sale in both the numerator and the denominator of the sales factor
employeeare excluded.

c. The shipment bgither the taxpayer or the purchaser termi

Examples: 1) CorporatiorA, headquartered in lllinois, owns 100% of the stoc i i i
of Corporation B which is headquarteredAfisconsin. Employees of CorporationknateSIn Wisconsin, even thoth the property Is SUbsequeme

A perform allthe accounting functions for Corporation B. For these services‘COrrﬁanSferremy the purchaser to another state.
ration A chaged $30,000 of dite payroll as management fees to Corporation B, Example: Corporation B has a Mtonsin manufacturing plant which makes

which paid that amount to Corporation A. If the employees of Corporation A that,inegfor an Indiana based manufacturditle to the engines passes to the-pur
performedthe accounting services for Corporat@mere based in llinois and spent 1, ,qemfter the engines are tested. Corporation B, at the direction of the purchaser

only part of their time in consin while performing these services, no porabn shi . - . .
e > h ps the tested engines to a public warehousdsndfsin. The warehouse stores
the $30,000 is includable in the numerator of fi@yroll factor of Corporation B theengines until directed to ship them by the purcha$kese sales are included in

becausehe services do not meet the requirements of(@pr The entire $30,000 is ; f ; ;
includablein the denominator of the payroll factor of Corporation B. If Corporatiol ngrlér&grgéog%futgiﬁglsessl;i%tggrzogfgﬁéﬁgé?ggg Eu?('%%%g:eaﬁg?ﬂg agﬁngg;ﬁ con
A files a Wisconsin return on the apportionment basis, it may not include in its COj] ;

putationof the payroll factor the $30,000 paid to its employees for services they p: rV\ﬁsconsm. . .. . i

formedfor Corporation B. d. The recipient isn Wisconsin, even though the property is
2) Corporation C, headquartered irisébnsin,owns 100% of the stock of Corpo orderedfrom outside Visconsin.

rationD which is also headquartered inséonsin. Employees of Corporation C-pre Example: Corporation A manufactures batteries at a location ist¥vsin. It

pareall taxreturns for Corporation D. For these services Corporation @ethar ellsbatteriego an lllinois retailer which o e
; ; ; perates stores nationwide. The purchaser
$20,0000f tax department payroll asanagement fees to Corporation D, which pa'ogrdersthe batteries from its lllinois location and directs Corporatiaa ship the bat

that amount to Corporation C. All of the services were performedsoonsin. The : p : : p :
Lo h - teriesto its warehouse in 1&tonsin. These sales are included in the numerator of the
$20,000is included in both the numeratand denominator of the payroll factor of salesfactor since the batteries were shipped toigcdhsin location.

CorporationD. Corporation C may not include the $20,000 in eithentimerator ; X !
or denominator of its payroll factor e. The property is being shipped ayseller or purchaser from

Note: Refer to ss71.04 (6) (d)and71.25 (8) (d) Stats. . one state to a consignee in another state and is diverted while
(d) Excludable compensatiorCompensation paid faroduce enrouteto apurchaser in \l§consin, or the designee of a purchaser
nonapportionabléncome or lossesr income exempt from taxa whois in Wsconsin.
tion under ch71, Stats., may not biecluded in the numerator or  g,ample: Corporation X, a manufacturer located in SupgMsconsin, sells a

denominatorof the payroll factor portion of its manufactured product \daonsignment arrangement with a retailer—
Note: Refer to ss71.04 (6) (cland71.25 (8) (c) Stats. consigneén Chicago, lllinois. Pursuant to an ordemm the Chicago consignee for
. . additionalinventory Corporation X ships via its own trucks additional inventory of
(6) SALESFACTOR. (a) Numerator; denominatorThe numer s product to Chicago. After entering llinois but before reaching Chicago, the driver

ator of the sales factor shall include ttaxpayets gross receipts receivesinstructions from the consignee to deliver the entire load to a customer in

i H H i Beloit, Wisconsin. Since the property was shipped to a purchaserisedfisin, the
from sales that are in this statad the denominator shall InC|UdesaIeis attributable to \iéconsin and the gross receipts from the asdeincluded in

the taxpayets gross recgipts from saleserywheye during the.boththe numerator and denominator of Corporatios $éles factor
taxableyear Gross receipts that are not derived in the production 2 |f the taxpayer does nb&ve nexus in the state of destina
of apportionabléncome and items described in 85.04 (7) (f) tion, the sale is attributed toi#¢onsin if the property is shipped
and71.25 (9) (f) Stats., may not be included in the sales factofrom an ofice, store, warehouse, factory or other place of storage
Note: A corporation that is a combined group member must adjust its sales fagir\\isconsin. For taxable years beginnibgfore January 1
n”'?g;g’;?g;;?{;ﬁatglgs d;s;gk;,e;ﬁ&eéﬁ;t?})'b table to Weon.  2009: the amount included in the numeratortié sales factor
giole p gperty attribu shallbe 50% of the gross receipts from the sale. For taxable years

sin. 1. Gross receipts from tsales of tangible personal propertyy sinningon or after January 1, 2009, the amount included in the

except sales to the federal government as described iVsu& | e ator of the sales factor shall be the total gross receipts from

in Wisconsin if the property is delivered shipped to a purchaserthe sale. For purposes of this subdivision:

within Wisconsin regardless of the f.0.b. point or other conditions a S.ales are attributed toisFonsin evemhough the taxpayer

of the sales.Some situations in which property is considered to ¢ 2’ o 9 .

be delivered or shipped to a purchaserpwitphim{vunsin are if: asa certificate of authority in the state of destination but the busi
. o . nessactivities in the destination state do not result in nexus based

a. The property ipicked up outside &consin by a purchaser onthe standards in 3ax 2.82

havinga Wisconsin business location and the purchaser returns f ; . o .

Wisconsinwith the property b. Sales are not attributed toidtonsin if the taxpayer is

Example: Corporation B is a Minnesota brewer that sells beer tsadhsin pur incorporatedn the state of destination other thafswgnsin.

chaserto be pickedup at the brewes shipping dock in Minnesota. The purchaser 3. If a taxpayeis salesperson located in afiaa in Wisconsin

is a beer distributor which used its own vehicle to pick up the beer and haul it baglg i i i
to Wisconsin. Corporation B is subject to the tax by the stateisddfsin. These kesa sale to a purchaser in another state in which the taxpayer

docksales are assigned tdsabnsin in Corporation B'sales factor in its apportion d0oesnot havenexus and the property is not shipped or delivered
mentformula for Wisconsin tax purposes, since the purchadecation is inMiscon- ~ from V\ﬁsconsln, the followmg rules apply:
sinand the product is shipped tasabnsin. Therefore, Corporation B, foidsbnsin . .
franchisetax purposes, will include the amount of this dock sale in both the numerator 8. If the taxpayer has nexus in the state from which the-prop
andthe denorrll)lnator of the salt;\s‘ factor ' ’ erty is delivered or shipped, then the sale is in that state.

Note: In Pabst Bewing Co. vWisconsin Department of Reven(@. App. Dist. . .
IV, 1986),130 Ws. 2d 291 the taxpayer solbeer to an Illinois distributor who picked b. If the taxpayer does not have nexus in the statefrbich

it up in its own truck at the taxpayeMisconsin shipping dock and hauled it to-llli the property isdelivered or shipped, then the sale is is&nsin.

nois. The Court held that the sales were nigdahsin sales, since the location of theFgr taxable years beginning before January 1, 2009, the amount
purchasermather than the locatiaof the pickup of the product, controlled the deter . : y )

minationof where the saleas assigned for purposes of the sales fadtbe Court 'ndUdedm_ the numerator of the sales factor Shalﬁb% Of the
notedthatif the sales were assigned taseénsin, the method of delivery condition ~ grossreceipts from the sale. For taxable years beginning on or
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afterJanuary 1, 2009, the amount included in the numerator of thadingsof the aircraft while leased, rented, licensed, or subleased
salesfactor shall be the total gross receipts from the sale. in the taxable year

4. With respect to sales to the federal government: c. The proportion of &essel or mobile equipment in this state

a. Gross receipts from the sales of tangible personal propdfyfetermined by multiplying the gross receipts from the lease,
arein Wisconsin if the property is shipped from afic#, store, rental,licensing, or subleas# the vessel or mobile equipment by
warehousefactory or other place of storage inidsbnsin and afraction having as a numerator the number of days that the vessel
deliveredto the federal government, including its agencies ar@f mobile equipment is in this state while leased, rented, licensed,
instrumentalitiesjn Wisconsin regardless of the f.o.b. point o Subleased in the taxable year and having denominator the
otherconditions of sale. For purposes of this section, only saf@éal number ofdays that the vessel or mobile equipment is leased,
for which the federal government makes direct payment to tftedlicensed, or subleased in the taxable year
sellerpursuant to the terms of its contract constitute saléseto d. If the taxpayer is unable tietermine the use of moving
federalgovernment. Thus, sales by a subcontractor to the prifi@perty under sub@. a, b., or c. while the property is leased,
contractorthe party to the contract with the federal governmeriignted, licensed, or subleased in the taxable yéz& moving
do not constitute sales to the federal government. propertyis cqnclusively deem_ed to be used in the_state in which

b. Gross receipts from the sales of tangible personal prop property is located at the time that the lessee, licensee,-or sub

arein Wisconsin if the property is shipped from afic, store, |€>S€€lakes possession of the property _
warehousefactory or other place of storage inidsbnsin and  (d) Sales, leasesentals, or licensing akal property attribut
deliveredto the federal government, including its agencies argble to Wsconsin. The numerator of the sales factor includes
instrumentalitiesputside Visconsin and the taxpayer does no@rossreceipts from the sale, lease, rental, licensing, or other
havenexus in the destination state. For taxable years beginnfifgreal property owned by the taxpayer if the real property is
beforeJanuary 1, 2009, the amount included in the numeratorl@¢atedin this state and gross receipts from the sublease of real
the salesfactor shall be 50% of the gross receipts from the saRropertyif the real property is located in this state.

For taxable years beginning on or after January 1, 2009, the(e) Receipts attributableo Wsconsin fom the use of computer
amountincluded in the numerataf the sales factor shall be thesoftware. Receipts attributable to ®¢onsin from providing the
total gross receipts from the sale. useof computer software are determiresiprovided in s§.1.04

5. For purposes of applying sub@sto 4., whether the tax (7) (df) and71.25 (9) (df) Stats.

payerhas nexus in the destination state is determined using Eh%’ég gﬁgfgﬁ‘@feg‘;’fgf%”)“(igfg) gﬁggﬁ?gg’gﬁf&oét;g‘_{ %f;‘aggdat“h‘fry

samestandards as set forth inTax 2.82 taxpayeris not subject to income tax in the state in which the gross receipts are consid
(c) Leases,entals, or licensing of tangible personabperty eredreceived but the taxpaysrcommercial domicile is in \&tonsin, 50 percent of

) . . . the taxpayers receipts from the transaction are included in the numerator of the sales
attributable to Visconsin. 1. Except adescribed in sub@., the  tcior. pTﬁ/iS pm\,isi%n was repealed BPO9 Ws. Act 28

numeratorof the sales factor includes gross receipts from the (f) Salesof services attributable to iéonsin. Sales of ser
leaserental, licensing, or other use of tangible personal propetfitesare attributable to Weonsinif the benefit of the service is
ownedby the taxpayer and the sublease of tangible personal prageeivedin Wisconsin, as provided in s&1.04 (7) (dhand71.25

erty if the property is located in this state during the entire perlqg) (dh), Stats.

_Of lease} rental, Ilcgnsmg, SUbIease_: or other me property Note: For taxable years beginning after Decen@ier2004 and before January

is used in and outside this state during the period of lease, rentadpo9, subd. 4. of ss. 71.04 (7) (dh) and 71.25 (9) (dh), Stats., provided that if the

||Cens|ng or sublease gross recelpts are includdedde numerator taxpayer is not subject to income faxhe state in which the benefit of the service
! Y is received, 50 percent tfe taxpayes receipts from the transaction are included in

of the sales factor to the extent ttfat property is used in this state e numerator of the sales factor to the extent the taxizgeaployees or representa
The proportion of use ithis state is determined by multiplying thetives performed the service from a location iniséénsin. This provision was
grossreceipts from the leaseental, licensing, sublease, or othefepealedy 2009 Ws. Act 28 _ _
useof the property by a fraction having asuamerator the number (9) Receipts fom intangible poperty for taxable years begin
of days the property is in this state while leased, rented, licenseihg befoe January 1, 2009For taxable years beginning before
or subleased in the taxable year and having @snominator the Januaryl, 2009, the numerator of the sales factor includes gross
total number of days that the property is leased, rented, liceng@geiptsfrom the sale, licensing the use of, or other use of intangi
or subleased in all states having jurisdiction to tax the taxpayae property if the income producing activity occurs in this state
during the taxable year during the taxable yearlf the income producing activity occurs

2. Gross receipts from the lease, rental, or licensing of moviffy 2nd outside this state, the gross receipts shall be allocated
property,including motor vehicles, rolling stock, aircraft, vessel@€tWeerthose states having jurisdictiemtax the taxpayer based
or mobile equipment, ownell the taxpayer and the sublease dfn the directcosts of performance. For purposes of this -para
moving property are included in the numeratottu sales factor 9"@Ph.‘income producing activity” means the act or acts engaged

to the extent that the property is used in this state. The propo 'pyltihnf ttaxpa?/eror p?rsgtn?n?ﬁtlng i%n bfh?”ﬁ?f tﬂg Eaxpaf;ﬂfr
of use of moving property in this state is determined as followd!€ Ulimate purpose of obtaining gains or profit, and "cosfee
drmance”means direct costs determined in a macnesistent

a. The proportion of use @ motor vehicle or rolling stock in ity generally accepted accounting principsesl in accordance

this state isleterminedy multiplying the gross receipts from theyith accepted conditions or practices in tiagle or business of the
lease, rental, licensing, or sublease of the motor vehicle or rollipggpayer.

stockby a fraction having as a numerator the number of miles travote: Refer to ss71.04 (7) (d) (df), and(dh) and71.25 (9) (d) (df), and(dh),

eledwithin this state by the motor vehicle or rolling stock whil@oo7-08stats., as &cted by2005 Ws. Act 25

leasedrented, licensed, or subleased in the taxable year and hav(h) Receipts fom intangible poperty for taxable years begin

ing as a denominator the total numladrmiles traveled by the ning on or after Januarg, 2009. For taxable years beginning on

motor vehicle or rolling stock while leased, rented, licensed, or after January 1, 2009, the amount includable in the numerator

subleasedh the taxable year of the sales factor for gross receipts from the sale of, license of, or
b. The proportion of use of an aircraft in this state is detedllowing use of intangible property in this state is determined as

mined by multiplying the gross receipts from the lease, rentdfovidedin ss.71.04 (7)(dj) and(dk) and71.25 (9) (djand(dk),

licensing, or sublease of the aircraft by a fraction having as &iats. For purposes of applying these paragraphs, the following

numeratorthe number of takefsf and landings of the aircraft in rulesapply:

this state while leasedented, licensed, or subleased in the taxable 1. To determine the purchaseor licenses’ use of intangible

yearand having as denominator the total number of takisaind propertyin this state, factors that may be considered include the
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numberof licensed sites in each state, the volume of propeity), Stats., ol tax—option corporation as defined ir7$.34 (2)
manufacturedproduced, or sold pursuant to the arrangement Stats.

locationsin this state, or other data that reflects the relative usage() The corporation is a party to a corporate restructuring that
of the intangible property in this state. occursafter June 30, 1998 and before January 1, 2000.

_ 2. Ifthe purchases or licensee billing address or commer  (¢) The corporation retains direct or indirect ownersbiip
cial domicile is in this statethat billing address or commercial 100 of the subsidiarg stock andhe subsidiary has not been
this state except in cases where the location obtisee intangible jncorporation.

propertycannot be determined. If the location of use of theintan (d) As a result othe corporate restructuring, the use of the

gible property caqnot be determlngd, sutﬁsand4. apply allocationand separate accounting method or the apportionment
3. If the location of use of the intangilpeoperty cannot be nethodprescribed under §1.25 (6) Stats., would result in an
determinedthe gross receipts from the sale of, license of, or oth@ktair representation of the degree of business activity in this

receiptsfrom allowing use of intangiblproperty are in this state gtate given the same level of sales, payroll and property for the
if the purchasés or licenses’ commercial domicile is ithis  corporationand its subsidiaries.

state. . (3) CoNTENT OF THE APPLICATION. The application shall set
4. If subd.3. would otherwise apply except that the state gfih complete statement of the facts and reasons relating to the

the purchases or licenses’ commercial domicile cannot be gqyestto use an alternative method of apportioning income to
determined,the gross receiptBom the sale of, license of, or\yisconsin including the following:

allowing use of intangible propergre in this state if the purchaser () The full name, address afetleral employer identification

or licensee is billed for the purchase, license, or use of the intanrﬁlJ berof th N ving for the ch - i
ble property at a location in this state. memnt ﬁqrgthog corporation applying for the change in appostion

h (P dThelprovisions of parge) to (h) shall also applyo sales to (b) The full name, address afetleral employer identification
the federal government. L
Note: SectiorTax 2.39interprets s71.04 (4) (4m), (5), (), (7), (10), and(11), numberof the subsidiaries that are a party to the corporate restruc
71.25(5), (6), (6m), (7), (8), (9), (11), and(15), and71.255 (5) Stats. turing. If this information is not available when the application is
Note: The provisions of Sax 2.39first apply for taxable years beginning on Janu filed, it shall be provided to the department as an amendment to
ary 1, 2005. For returns required under combined reporting, the provisioriaaf s. the application ateast 60 days before a return using an alternative
2.39first apply for taxable years beginning on January 1, 2009. X hod is filed
History: Cr. Registey August, 1973, No. 212f. 9-1-73; cr (1m); r and recr apportionmentnethod is filed.
(5) (f) 5.,Register November1973, No. 215eff. 12-1-73; cr(intro.), Register Jan (C) The Corporatioﬁ’ and the subsidiaries’ taxable yeahe

gé_“ly_'éf;?ﬁ_’\é% éf%i;f'(é_y%;;?;zr_ gngggc(]rcﬁ%?'fg’;%"ereﬁ% ('2)0 '(bngi'_ 1o Subsidiaries shall have the same taxable year as the corporation.

be(6) (b) 2. b.RegisterMay, 1995, No. 473eff. 6-1-95 emeg. am. (3) (a) (intro.), i i i
eff. 9-19-98; am. (3) (a) (intro.Register March, 1999, No. 51%f. 4-1-99;CR (d) The taxable year for which the corporation wishes the

06-063 am. (1) and (2) (@), (b) and (e}, () (2) and (b) 4 and recr() and (6) changeto become déctive.

c),r. (6) (b) 4. b. and (7), renum. (6) (b) 4. c. to be (6)4(t). and amRegist ; it i
e do0s Mo, 61(, 2 1251—0(6;)E(m)R0943 o 3o 056 andeR 202001 (€) A detailed description of the corporate structure and busi
am.(1), (2) (b), (d), (3) (d)'b(e)' (6) (5,)(11 d., 2. (intro.), 3. b., 4. b-,ééMc) (ile), Nessoperations before the corporate restructuring.

(2 s s , (6 5., to (i)(6 1.to4.,7. 8., . (6 H inti
8 s b B At 3”5t e (8 el 2. Reioter gume 3010 o) () A detailed description of the corporate structure st
654, eff. 7-1-10; correction in (2) (cm) made undet.92 (4) (b) 4.Stats.Register Nessoperations after the corporate restructuring.

June2010 No. 654 (g) The present allocation or apportionment method irsed

Wisconsin.
Tax 2.395 Alternative method of apportionment. . . .
(1) DeriNnimioNs. In this section: req(Lrj%St,g\ddescnptlonof the alternative apportionment method

(a) “Corporate restructuring” means the ransier by a corpora (i) A complete and precise statement of the reasons for the

tion of part or all of its property and employéesne or more sub modification requested, including why the present method does

g ? o
S|d|ar|e:lsm excha.mg:a for 100% of thg SUbSId'8r¥t0Ck' . not fairly represent the activities die corporation and its subsid
(b) “Corporation” meana corporation for profit that is incor j5riesin Wisconsin.

poratedunder ch180, Stats., or under tHaw of another state, the

P : : ; i ()) Calculations using data from the most recently filed tax
Erl]fjtgfst %%?,)IL('SS;&EZC)” gtetgsrelgn country and is subject to ta?(eturnprior to July 1, 1998, showing that thasdbnsin tax liab#

Y S . ) . olg of the corporation and its subsidiaries using the present method
(c) “Subsidiary” means a corporation that files an applicatiqs gjocation or apportionment would resultsin unfair represen

underthis sectiorwith a corporation that directly or indirectly ;ation of the degree of business activity in this state.
owns100% of the total value or share of all classes of its stoEk (k) Calculations using data from the most recently filed tax

standing. returnprior to July 1, 1998, showing that th@sabnsin tax liab#

(d) “Unfair representation of the degree of business activity jiy, of the corporation and its subsidiaries usimeproposed alter
this state” means that the sum of thésiénsin tax liability othe  \Z+ivemethod of apportionment does not result in legcsin

corporationand its subsidiaries calculated undef7$.25 (6)  granchiseor income tax than the corporation wobiel liable for
Stats. exceeds 200% of thei¥¢onsin tax liability that the corpo v¥ithout restructuring. P
0

ration would have owed if corporate restructuring had n T her inf . | th licati h
occurredand results in at least $2 million of additionas¢énsin (L) Any other information relevant tthe application the
departmentequires othe corporation believes may have a bear

tax liability. : Hanic
Note: This definition applies only for purposes of74.25 (14) Stats. Ing on the departmerstdeusmn about whether to grant ﬁ]IR)OF

(e) “Wisconsin tax liability”means the gross tax computedionmemmethOOI requested. o ) )
unders.71.23 (1)or (2), Stats. (m) Whether the corporation is being auditgdthe depast

(2) WHO MAY FILE AN APPLICATION. A corporation together msgtteqt'rmeex;:)rl]ilitigrl i?\gllabg?rlla(i:lzglg)nthe following address: Administrator of
with its SUbS|d'ary may file an appllcatlon on or before ‘]anuarytﬂreDivision of Income, Sales and Excisax€s, \isconsin Department of Revenue,

2000to use an alternative method of apportionment under ti®.Box 8933, Madison, WI 53708-8933.

sectionif all of the following conditions are met: (4) ALTERNATIVE METHODS OF APPORTIONMENT. The depart
(&) The corporation is not a financiaganization aslefined mentmay authorize any one arcombination of the following

in s.71.25 (10) (a)Stats., a public utility as defined in74..25 (10) alternativemethods of apportionment:
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(&) Excluding any on®r more of the propertyayroll and shallalso consider any additional information the corporation has

salesfactors. submittedpursuant to sul{8).
(b) Weighting the factors other than 50% sales, 25% property (c) If the department finds for a period of at least three consecu
and25% payroll. tive taxable years that a substantiifference in tax liability as

(c) Allocating sales, other than sales of tangible persmogl ~ determinedn par (b) no longerexists, the corporation may no
erty, to the state in which the corporatistustomers are located!ongeruse the approved alternative apportionment method.

for purposes of computing tlemerator of the sales factdror (d) If the department terminatabe approved alternative
purpose®f this paragraph: apportionmentmethod, in a subsequent taxajbar the corpora

1. A sale is allocated to the location where the custom@épn may request a new alternative method of apportionment. The
receiveshe benefit of the service. departmenshall submit the new proposed alternative method of

2. If the customer receives the benefit of the service in mgf@Portionmento the co-chairpersons of the joint committee for
thanone state, thgross receipts are includable in the numerat(B?‘”ewOf administrative rules pursuant t674.25 (14) (c)Stats.

of the apportionment factor in proportion to thdent the recipi (8) FILING OF RETURN. For each taxable yeahe corporation
entreceives the benefit of the service in each state. andits subsidiaries shall file with théi¥isconsin corporate fran

; - : .1 e Chiseor income tax returns schedules setting forttctiieulations

(d) Including one or more additional factors which will fa|rlyC ; . S

representhe corporatiors or the subsidiaries’ business activity duiredunder sub(6), as well as a calculation of the tax liability

in this state. of the corporation and its subsidiaries undefis25 (6) Stats.

. . . . The corporation and its subsidiaries shattach a copy of the
(€) Allowing one method for apportioning the business incomgpartment'sapproval to usean alternative apportionment

of the corporation and another method for apportioning the bugjethodto the front of each return filed. Therporation may also

nessincome of a subsidiary include additional explanatory material relative to its business
(f) Allowing the corporation and one or more subsidiaries tactivity. The returns shall be filed with the departmemtdit

computetheir Wisconsin tax liability by adding together theirpureau.

apportionabléncome and apportionment factors, eliminating any Note: The address for mailing the returns iudit Bureau, Visconsin Depart

intercompanytransactions, computing theistlonsin tax liability ~mentof Revenue, ®. Box 8906, Madison, WI 53708-8906.

asthough the group were one taxpayer and dividing the combined(9) CoNnriDENTIALITY. All documents related to a request for

Wisconsintax liability among the corporations based on thegn alternative method of apportionment shall be subject to the

shareof the groups Wisconsin business income. confidentiality provisions of s71.7§ Stats.

() Allowing any other apportionment method that willfairly [\ BERse L FHTES S0 2E B0 B 00 No. 51, 4-1-00,
representhe corporatiors and the subsidiaries’ business activity ' ' '

in this state. Tax 2.41 Separate accounting method. (1) When the

(5) ReviEw oF THE APPLICATION. The department shattview separateccounting method is used, separate records must be kept
the information submitted and follow the procedure specified igf sales, cost of sales and expenses for tisedsin businesas
$.71.25 (14) (c)Stats., beforéssuing a written decision regardingdistinct from the remainder of the busines®verhead items of
theuse of an alternative method of apportionment. The corpofacomeand expense must then be allocated to the business within
tion shall receive written approval before using #ieernative andwithoutWisconsin upon a basis or combination of bases justi
method. fied by the facts and conditions. Fexample: the ratio of W&con-

(6) YEARSFORWHICH USEOF ALTERNATIVE METHOD OF APPOR  Sin sales to total sales usually represents a satisfauasiy for a
TIONMENT APPLIES. (a) Except as provided in pdb), once an merchandising business, while tiatio of direct cost of material
alternativemethod ofapportionment has been approved for a tasandlabor in Wsconsin to the total gives a more accurate result for
ableyear the corporation shall use it for that taxable year and @liconstruction business.
subsequentaxable years, unless the department finds thefuse (a) Federal income taxes are based upon income and should,
the alternative apportionment methisdno longer appropriate astherefore,be allocated to Wconsin business on the basis of
determinedunder sub(7) (b). income. Federal income taxes are deductible for incyers

(b) Notwithstanding pafa), the aggregate of the corporat®n’ through1974 only on the cash basis, and the allocatid¥soon-
andthesubsidiaries’ Wsconsin tax liability shall be the greater ofsin business for any ygaherefore, must be based upon the ratio
the Wisconsin tax liability calculated using the approved altern@f income within Wsconsin to the total income of the year on
tive apportionment othe Wsconsin tax liability calculated as if which the federal income taxeme assessed, even though that
the corporate restructuring had not taken place. ratio differs from the ratio of the year in which the taxesaeatet

(7) REVOCATION OF USE OF ALTERNATIVE METHOD OF APPOR ally paid. Federal income taxese not deductible for income
TIONMENT. (@) 1. If the department upon audit or review finds th¥€ars1975 and thereafter
the use of the apportionment method prescribed .25 (6) (b) The relationship of the general overhead itemsisc-
Stats.,does not result in an unfair representation of the degreesgt operations will determine whether the honrfecefincome and
businessctivity in this state fothe first taxable year for which an expenseshould be allocated to theistfonsin business. Miscella
alternativemethod of apportionment was approved, the corporaeousincome, such as income from intangibles and income from
tion and its subsidiaries sha#icalculate their Wconsin tax lia  tangibleproperty used in the business, auth overhead items
bilities under s71.25 (6) Stats. asofficers’ salaries, dice salaries, dice rent and sundry fi€e

2. If the department upon audit review finds that the use of €XPenseshould ordinarily be included in the allocation.
thealternative apportionment methodsimbsequent taxable years (2) Netrentals receivefom real estate held purely for invest
is no longer appropriate as determined under(pgrthe corpora ment purposes apd not used in the operation of the busmess are not
tion and its subsidiaries sha#icalculate their V¥consin tax lia  Subject to allocation but are taxable in full if the propertgdated

bilities under s71.25 (6) Stats., for each of the subsequent taxn Wisconsin. Grossentals must be reduced by all expenses
ableyears. relatedto such investment property

o . ; ote: SectionTax 2.41linterprets ss71.04 (4)and71.25 (6) Stats.
(b) In de.termmmg whether a cprporatlon may continue to uséjistory: 1-2-56am.Register February1958, No. 26ef. 3—1-58; amRegister,
the alternative method of apportionmethe department shall November1977, No. 263ef. 12-1-77.
look for a continued substantial amount ofetiénce between the
tax liability calculated pursuant to 81.25 (6) Stats., and the tax  Tax 2.44 Permission to change basis of allocation.

liability had the restructuring not taken place. The departmdftcept when income must be reported on tgportionment
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basis,permission to make a change either from separate aecomgtgozn;ga(gfs\:\lfmnsig ;har% %fltfz%fcomdbitnﬁd grauppportionable income. See
H : : i H o S. . ats., an L.ax Z. or detalls.
ing to apportionment, ovice versa shall be obtained in writing™ G0 it 5% Gl TE ol 04 (8) (and71.25 (10) () Stats.
from_ the department upon vv_rltten appllcatlon setting fonth History: Cr.Register Decemberl956, No. 12ef. 1-1-57; am. (intro.)Register,
detailthe reasons why the desired change will more cleefiigct August,1973d No. 212ef. 9-1-73;EmR0943 emeg. r. and recreff 12—31—(0??R| )
in i i i 10-001 r. and recrRegister June 2010 N654 efl. 7-1-10; correction to (1) (title,
the.taxpaye‘rs WSCOT‘S'” income.  Such appllcatlon shiad madeunder s13.92 (4) (b) 2.Stats.Register June 2010 No. 654
mailedto the Wsconsin Department of RevenugDPBox 8906,
Madison,WI 53708-8906 before the end of the tax year for which Tax 2.465 Apportionment of apportionab|e income
the change is desired. of interstate air freight forwarders affiliated with a direct
Note: SectionTax 2.44interprets 5571504 (4)and71.25 (;5) Stats. air carrier . (1) GeNerAL. Theapportionable income of a quali
History: 1-2-56 am.Registey Septemberl964, No. 105ef. 10-1-64; amReg- - . : : . f : :
ister, February 1975, No. 23pef. 3-1-75; amRegister September 983, No. 333 1ied air freight forwarder diiated with a direct air carrier and
eff. 10-1-83; corrections made under s. 13.93 (2m) (b) 6., RatgisterMarch, engagedn busmess ma_nd oqt5|d_e this state shall b(_e app_o_rt|oned
1999,No. 519 to Wisconsin as described in this section, except ifineified
. . ) air freight forwarder is in @ombined group, its Wconsin share
Tax 2.45 Apportionment in special cases. ~ Whenthe  of the combined groug’apportionable income is computed as

businesof any person, other than an interstate professional spgjtsvidedin s.71.255 (5) Stats., and further detailed inTsx 2.61
club or “financial oganization” or“public utility” as defined in s. (7).

71.25(10), Stats., within Wéconsin is an integral part of a unitary  Note: A qualified air freight forwarder that is a corporation may be in a combined
businessonducted within and without iéonsin, but because of group for taxable years beginning on or after January 1, 2009. Bees61 (2or
unusualor unique circumstancéise portion of the income of the adescription of corporations re_qwred t(_) use combined reporting.
personderived from business transactedifsconsin cannot be  (2) DEFINITIONS. In this section: . . .
ascertainedith reasonable certainty by use of #mportionment (&) An air freight forwarder is “difiated” with a direct aircar
formulaprovided in s71.25 (6) Stats., or by separate accountingjier if all of the following apply:

in view of the unitary nature ahe business, the department will 1. The air freight forwarder owns or controls eitd@ectly
substituten the place of some or all thfe statutory apportionment or indirectly at least 80% of the ownership interests ofdihect
factorsanother factor or other factors as will reasonalplyortion air carrier or at least 80% of the ownership interests of the air
to Wisconsinthe business income properly assignable igcdn-  freight forwarder is owned ocontrolled either directly or indi
sin. In any case in which an apportionment of business incomeéstly by the direct air carrieor atleast 80% of the ownership
madepursuant to this regulation the taxpayarthe time of the interestsof both the aifreight forwarder and the direct air carrier
assessmentyill be apprised of the factors used in the formulés owned or controlled either directly or indirectly the same

adopted. interests.
H_Otei $eéti%”T%X 2-4D5i"tefpt;'3tigs£-ﬁ5 (12) ﬁStftsl- &7 amRedister A 2. The air freight forwarder is principally engaged in st
197|33,tr§|)g'212r' eggsl)s—tﬂ?:’?;‘::m}?zrgistef Seobteﬁ?béﬂ%?:, N?)masesge?.telro—%%%? nessof air freight forwarding.
am.Register July; 1989, No. 403ef. 8-1-89. 3. The air freight forwardés air freight forwarding business
is carried on principally with the direct air carrier
Tax 2.46 Apportionment of apportionable income of (b) “Combined group” has the same meaning asTas2.60

interstate air carriers. (1) GENerRAL. The apportionable ) ().

intC(t)mﬁolfl "E‘)n air cart'rier %ntga%id in busiréesani!g %”TSi‘tjﬁ this "¢y “Direct air carrier’ means a business entity principally
stateshall be apportioned 10 180onsin as 0escribed In IS SeCangagedn air transportation through the direct operation of air

tion, except if theair carrier is in a combined group, itS88bnsin o \nder a certificate issued by the federal aviatioministra
share of the combined grosgpportionable income is computed;,,
gssplr(z\él)ded In $71.255 (5) Stats., and further detailed infsx (d) “Engaged in business in and outside this state” has the same

Note: An air carrier that is a corporation mbg in a combined group for taxable meamngas_ Ir,] SIaX 2.39 (2) (b) .
yearsbeginning on or after January 1, 2009. S&as.2.61 (2)or a description of (e) “Originating revenue irthis state” means all revenue

corporationgequired to use combined reporting. ) ) ~ derivedfrom shipments that wefest physically consigned to a
(2) DerINITION. In this section, “engaged in business in andualified air freight forwarder in thistate for transportation,
outsidethis state” has the same meaning as Ta%.2.39 (2) (b) regardlesof the method or methods of transportation.

(3) APPORTIONMENTFORMULA COMPUTATION. An air carrier (f) “Qualified air freight forwarder” means a person to whom
thatis engagedh business in and outside this state shall apportiefi of the following apply:
its apportionable income to this state on the basis ofdtie 1. The person igngaged primarily in the facilitation of the

obtainedby taking the arithmetical average of the following 3ransportatiorof property by air

ratios: 2. The person does not operate aircraft.

(a) The ratio which the aircraft arrivals and departures within - 3 The person is in the same combined group asfiiatafl
this state scheduled bsuch carrier during the calendar or fiscaljj act air carr)rier group

yearbears to the total aircraft arrivals and departures within and (3) APPORTIONMENT FORMULA COMPUTATION. For taxable

without this state scheduled by such carrier during the sa e - LS
e ; : : arsbeginning on or after January 1, 2014ualified air freight
period; provided that in the case of nonscheduled operations ﬁwarderthat is engaged in business in and outside this state shall

arrivalsand departures shdde substituted for scheduled arrival pportionits apportionable income to this state ontihsis of the
anddepartureg. ) ratio obtained by taking the arithmetical averag¢he following
(b) The ratio which the revenue tons handled by such carrgfatios:

atairports within this state during the calendar or fiscal year bears 4y e ratio which aircraft arrivals anigpartures within this
t? t?edtot_al rfi?l/enue toriran_dlgd atairports within and without thisg,teq cheduled by thefilfated direct air carrier during the calen
Stateduring the same period. S daror fiscal year bears to the total aircraft arrivals and departures

_(c) The ratio which such air carrieroriginating revenue ithin and without this state scheduled by such direct air carrier
within this state for the calendar or fiscal year bears to the toggjringthe same period; provided that if théliated direct air car
originating revenue within and without this state for the samger conducts nonscheduled operations all arrivals and departures
period. ) ) shallbe substituted for scheduled arrivals and departures.

Note: Air carriers that are in combined groups must adjustnumerator and (b) The ratio which the revenue tons handled by tfikasgd

denominatorof each of these factors and then convert the arithmetical average of . " . S . A
thesefactors to the modified sales factdthe modified sales factor then determinesdirectair carrier at airports within this state during the calendar or
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Tax 2.465 WISCONSINADMINISTRATIVE CODE 28

fiscal year bears to the total revenue tons harali@irports within (Im) Derinimions. (a) “Engaged in business in and outside
andwithout this state during the same period. this state” has the same meaning as ifex. 2.39 (2) (h)

(c) The ratio which such qualified air freight forwardeorig (b) “Gross receiptsfrom carriage” means gross receipts
natingrevenue in this state for the calendar or fiscal year beargeoeivedfor the carriage of propertyr persons net of interline
thetotal revenue of such qualified air freight forwarder within anpgaymentsnade to other railroads as a result of the interchange of

without this state for the same period. carriagebetween and among railroads. Gross receipts from car
History: CR 13-078cr. Register April 2014 No. 70@f. 5-1-14. riage includes interline payments received from other railroads.

) ) ) (c) “Revenue ton mile” meartke movement of one net ton of
Tax 2.47 Apportionment of apportionable income of propertyor persons, or both, the distance of one mile, for consider

interstate motor carriers. (1) GENERAL. The apportionable ation. For carriage of persons, each person $isationsidered the
incomeof a motor carrier engaged iisiness in and outside thisequivalentof 150 pounds, and the average weight of the contents
stateshall be apportioned to #€onsin as described in this secof head end cars, or “baggage cars,” is considered to be 4 tons.
tion, except if the motor carrier is in a combined groupMicon- (2) INTERSTATE RAILROADS AND SLEEPING CAR COMPANIES.

sin share of the combined gros@pportionable income is cem \with res ; o : ; ;

. ; A pect to the imposition ofig¢onsin franchise or income
putedas provided in s71.255 (5) Stats., and further detailed iny53y measured by or on net income for taxable years beginning on
s.Tax 2.61 (7) . . ) ) , r after January 1, 1991, the apportionable income of a railroad or

Note: A motor carrier that is a corporation may be in a combined group for taxalg?eepingcar company engaged in business in@utdide this state

yearsbeginning on or after January 1, 2009. S@@xs.2.61 (2)or a description of . ’ . ~ :
corporationgequired to use combined reporting. shallbe apportioned to ¥&tonsin on the basaf the arithmetical

(1m) DEeFINITIONS. In this section: averageof the following 2 factors:

(a) “Engaged in business in and outside this state” has the samé?) The ratio of the gross receipts from carriage of property or
meaningas in sTax 2.39 (2) (h) personspor both, firstacquired for carriage in Mtonsin to the

(b) “Ton mile” means the movement of one ton of persons Eﬂ,tal grossreceipts from carriage of property or persons, or both,

property,or both, the distance of one mile. For carriagpes everywhere.

sons, each person shall be considered the equivalent of 200(b) The ratio of revenue ton miles of carriag&\isconsin to
pounds. revenueton miles of carriage everywhere.
bl Note: Railroads and sleeping car companies &natin combined groups must
(2) APPORTIONMENT FORMULA COMPUTATION.  For taxable agjustthe numerator and denominator of each of these factors and then toevert
yearsbeginning on or after January 1, 1997, a motor carrier thaithmeticalaverage of these factasthe modified sales factolThe modified sales
is engaged in businessamd outside this state shall apportion itéaCtg;ttigﬁgb‘?ggimgessg‘: ;f?gg‘%“g&?gs'gsgg‘;o; ghle(g%ﬂgfglsg“ﬂ‘lp
apportionabléncome to this state on the basis of the arithmetic3i® : o N o S
averageof the following 2 factors: (3) SussTITUTION OF FACTORS. Whenever gross receipts data
. . . is not available the departmemiay authorize or direct substitu
(@) The ratio of the gross receipts from carriage of persons@yy, of 4 similar factarsuch as gross tonnage, and whenever reve
property,or both, first acquired for carriage ini8fonsin to the

total ints f . ¢ t\both nueton mile data is not available the department may similarly
eovgrgvrv?]sesrrgce'p s from carriage of persons or propestyoth, authorizesubstitution of a similar factpsuch as revenue miles.

. . . . . (4) CaRr LINE compPANIES. With respect to the imposition of
of éz)rr;g% rg\t/'gr;\‘;}ﬁgr?”es of carriage\Misconsin to ton miles \yisconsinfranchise or income tax measutgdor on net income

Note: Motor carriers that are in combined groupsst adjust the numerator and for taxable years beginning on after January 1, 1991, the
denominatorof each of these factors and then convert the arithmetical averagelra omeof a car line company engageq n bus}lness ,'n and outside
thesefactors to the modified sales factdFhe modified sales factor then determinesthis state shall be allocated or apportioned tisdghsin as pro
the companys Wisconsin share of the combined graugpportionable income. See videdin s.71.04 (4)or 71.25 (6) Stats., and Sax 2.39
§.71.255 (5) Stats., and Sax 2.61 (7)or details. . Note: Section71.26 (1) (a)Stats., was amended b991 Ws. Act 39 effective

(3) SUBSTITUTION OF FACTORS. Whenever gross receipts datédor taxable years beginning on or after Jandar{991. For taxable years beginning
is not available the departmemiay authorize or direct substitu beforeJanuary 1, 1991, railroadsieeping car companies and car line companies

¥ L wereexempt from Wisconsin franchise and income taxation.
tion of a similar factarsuch as gross tonnage, and whenever to ote: SectionTax 2.475nterprets ss71.04 (8) (c)and71.25 (10) (c)Stats.

mile data is not available the department may similadthorize History: Emen. cr ef. 2-17-92; cr Register August, 1992, No. 44Cef.

substitutionof a similar factgrsuch as revenue miles. 9-1-92,;EmR0943 emeg. am. (title), (2) (intro.) and (4), .cfintro.) and (1) (a),
4) M hi renum.(1) (a) and (b) to béL) (b) and (c), éf 12-31-09CR 10-001am. (title), (2)
(4) MERCANTILE AND MANUFACTURING BUSINESSES. ThiSS€E  (intro.) and (4), rand recr(l), cr (1m)Register June 2010 No. G5df. 7-1-10

tion doesnotapply to any mercantile or manufacturing businesgrrectionso (1) (title) and (1m) (title) made unded 3.92 (4) (b) 2.Stats.Register
which engages in some interstate carriagean incident of the June2010 No. 654

mercantileor manufacturing business. Tax 2.48  Apporti t of rtionable i f
Note: SectionTax 2.47interprets ss71.04 (8) (cland71.25 (10) () Stats. _laxZ.4c Apportionment or apporionable income o
History: Cr. Register April, 1966, No. 124eff. 5-1-66; am. (intro.)Register, INterstate pipeline companies. (1) GENERAL. With respect
August,1973,No. 212 ef. 9-1-73 . and reciRegister October 1996, No. 490ef.  to the imposition of Wsconsin franchise or income tax measured

1-1-97;EmR0943 emeg. am. (title), (2) (title) and (intro.), cfintro.), r andrect i i i i
(1), eff. 12-31-09CR 10-001am. (title), (2) (title) and (intro.), and recr(1), ct by or on net income, the apportionable incoma pfpeline com

(1m) Register Jun@010 No. 654ef. 7-1-10; correction to (1) (title) made under PANyeNngaged in businessamd outside this state shall be appor

s.13.92 (4)(b) 7.Stats. Register June 2010 No. 654 tionedto Wisconsin on the basis of the arithmetical average of the
3 factors in subgq3), (4) and(5), except if the pipeline company
Tax 2.475 Apportionment of apportionable income is in a combined group, its Mtonsin share of the combined
of interstate railroads, sleeping car companies and car group’s apportionable income is computed as provideds.in

line companies. (1) GENERAL. The apportionable incom#  71.255(5), Stats., and further detailed inTex 2.61 (7)
arailroad, sleeping car compamy car line company engaged in  Note: A pipeline company that is a corporation mayirba combined group for
businessn and outside this state shall be apportioned igCtv- t.f"xab}eyears beginning on o after Janua[jy. 1vdZ°09- Seex2.61 (2for a descrip
sinas described in this section, except if the company is in a coffi’ & corporations required to use combined reporting.

binedgroup, its Visconsin sharef the combined groug’appor (2) DEFINITIONS. In this section:

tionableincomeis computed as provided in&L.255 (5) Stats., (&) “Compensation” includes:

and further detailed in Fax 2.61 (7) 1. Wages, salaries, commissions amy other form of remu

NoktJe: A railroat)d, sléseping car comglarw car Iki)ne company that is a corporationnerationpaid to employees for personal services.
may be in a combined group for taxable years beginniray after January 1, 2009. : .

See sTax 2.61(2) for a description of corporations required to use combined report 2. The_value of _board' rent, housing, lodging and _Other'bene
ing. fits or services furnished to employd®sthe taxpayer in return
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29 DEPARTMENT OF REVENUE Tax 2.48

for personal services, provided that these amounts constitbtesiness.If the property is partially used by the taxpayer in the
incometo therecipient under the federal Internal Revenue Codegularcourse of its trade or business while under construction,
for the year for which the payroll factor is computed. Indhge thevalue of the property to the extent used shall be included in the
of employees not subject to the federal Internal Rev€uge, propertyfactor
such as citizens of foreign countries employed in foreign-coun (e) Averaging poperty values.As a general rule the “average
tries, the determination of whether the benefits or services eonsthlue” of property shall be determined by averaging the value at
tuteincome to the employees shall be madthasgh the employ  the beginning and ending of the tax period, but department
eesare subject to the federal Internal Revenue Code. may require or the taxpayer may utilize the averagingohthly

3. Deductible management or service fees paid, or managaluesduring the tax period if monthly averaging is reasonably
mentor service fees allocated by the department undét.30 requiredto properly reflect theverage value of the taxpaiger
(1), 71.30 (2)or 71.80 (1) (b) Stats., to a related corporation, aproperty. Averagingby monthly values will generally be applied
definedin sectior267 () (1) of the Internal Revenue Code, as-conf substantial fluctuations in the values of the property exist during
siderationfor the performance of personal services. The recipieihie tax period, or where property is acquired after the beginning
of these fees may not include the compensation paid to its emplejthe tax period or disposed of before the end of the tax period.
eeswith respect to the personal services in either the numerator o(4) PavyroLL FACTOR. (a) Numerator; denominator The

denominatorof its payroll factar numeratorof the payrolifactor shall include the total amount paid
(am) “Engaged in business in and outside giate” has the in Wisconsin during the tax period by ttaxpayer for compensa
samemeaning as in Sax 2.39 (2) (b) tion in the production of apportionable income. The denominator

(b) “Traffic unit” means the transportation for a distance of orﬁ'a” in(_:lude the total compelnsation paid eyerywhere du.ring the
mile of one barrel of oil, one galloof gasoline or one thousand'@X Period by the taxpayer in the production of apportionable

cubicfeet of natural or casinghead gas, or other appropriate m me. . . . . .
sureof product. (b) Compensation paith Wisconsin. Except as provided in

(3) PROPERTY FACTOR. (a) Numerator; denominator The par.(c), compensation is paid inig¢onsin if one of the following

- lies:
numeratorof the property factor shall include the average val@P o , L . I
of the real and tangible personal property owned and used by thel: Theindividual's service is performed entirely withinis¥

taxpayerin Wisconsin in the production of apportionable incom&°Nsin-

i i i i Example: Gorporatio A hes aérmindlocatel in Wisconsin The @mpensation
during the tax period. The denominator shall include averag%fmIIIinoisresidemwhoworksatheWsconshterminaisincluded in the rumer-

value of all of the real and tangible personal property |0lcateé?orqfthe myrol facta since the enployees rvice is performe entirely in Wis-
everywhereowned and used by the taxpayer in the production afnsin.
apportionabléncome during the tax period. Property in transiton 2. Theindividual’s service is performed within and without
the date or dates for determining its average value, as describéidconsin,but the service performed withoutis¥onsin is inci
in pat (e), shallbe considered to be at its destination, for purposdental to the individuad' service within Wsconsin.
of computing the property factoilhe value of mobile or movable Example: Corporation B has its headquarters arstorage and distribution facil
property such as construction equipment, trucks or airplané\sin Wisconsin. Corporation B also has a distribution faclbityated in Indiana.

; ; e : L : Themanager of the Wtonsin storage and distribution facility spends two weeks dur
Wh'_Ch is located Wlthll‘_l and without 1atonsin dur'ng the tax ing thetax year at the storage and distribution facility located in Indiana training the
periodshall be determined for purposes of the numerator of thew facility manager The compensation of the isionsin facility manager is

factoron the basis of a ratio of time used, serviced or stored witlfigludedin thenumerator of the payroll factor because the service performed-in Indi
’ anais incidental to the service performed ins@onsin

Wisconsinto total time used, serviced or stored during the tax 3. A portion of the service is performed withiriasbnsin and
period. Howevey an automobile assigned to a traveling employ ebése of operations of the individual is irisébnsin
shallbe included in the numerator of the factor if the emplayee e o C ion C h esice located in Vsconsi A' |

S ATh H 7 H Xxample: Corporation as a salegsi ocated In consin. salesperson
compensatiofis assigned to Wconsin under the payroll factor working out of the Viconsin dfice solicits salesn Wisconsin, Minnesota and lowa.

(b) Valuation. Property owned by the taxpayergenerally Sincea portion of the salesperssiservice is performeid Wisconsin and the sales

i it - i person’shaseof operations is in Wconsin, the compensation of the salesperson is
valuedat its cost net of depreciation andte—offs as determined | =’ qed in the numerator of the payroll factor

for Wisconsin franchise or income tax purposes. Any adjustments 4, 5 portion of the service is performadthin Wisconsin and

to net income which &éct property such as capitalizations of it ihere jsnobase of operations, the place from which the individu
repairs,depreciation or amortization adjustments and adjustmeng; service is directed or controlled is inidtbnsin
to inventory shall also be included in the property factdihe ) ) : ) o ) )

. . Example: Corporation D has its regional saleficefin Wsconsin. An lowa resi
valueof depletable propertguch as mines, oil and gas wells angentworks out of her home as a salesperson for Corporation D and solicits sales in
timber, shall be original cost reduced by aaytraction to the lowa, llinois and Wsconsin. The salesperson is directed ftben regional sales
extent that depletionhas been allowed. Inventories shall b ffice located in Visconsin. The compensation of the lowa salesperson is included

. . N . . the numerator of the payroll factor since a portion of her service is performed in
includedin the factor in accordance with the valuation methogisconsin,she has no base of operations and she is directed fisonin.

usedfor Wisconsin franchise or income tax purposes. In any case 5. A portion of the service is performed withirisgsbnsin and

in which the property factor is distorted by reason of the taxpaygsitherthe bas@f operations of the individual nor the place from
depreciatingproperty in Wsconsin by a method dérent from  which the service is directed or controlledrisany state in which
thatused to depreciate property outsidstinsin, or in any case somepart of theservice is performed, but the individusatesi

in which the Visconsin net costannot be ascertained, the deparidenceis in Wisconsin.

mentshall authorize or direcbme other method of determining Example: Corporation E is headquartered in and has its sdies of Indiana.

the property fraction that will produce an equitable result. It has a terminal located inionsin. A isconsin resident salesperson solicits sales

. . in Wisconsin and Minnesota. The compensation of tligcd¥sin salesperson is
(c) Leasehold immvements.Leasehold improvements shall,inciudedin the numerator of the payroll factor since a portion of the salespessan’
for purposes of the property factbe treated as property ownedviceiis performed in Wéconsin, the salesperson is a resident isc@nsin, and the

by the taxpayer regardless of whether the taxpayer is entitledsgiespersors directed or controlled from Indiana but performs no service in Indiana.
removethe improvements or the improvements revert tdetssor 6. The individual is neither a resident of nor performs services
upon expiration of thelease. The original cost of leasehold" Wisconsin, but is directed or controlled fromafice in Ws-
improvementset of amortization shall be included in the factoonsinandreturns to isconsin periodically for business pur
posesand the state in which thiedividual resides does not have

(d) Construction in pogress. Property or equipment under{ "= ~=" . : : :
constructionduring the tax period, except inventoriable goods ilHI‘ISdICtIOﬂtO IMPOSE Income or frgnchlse Faxes on the employer
Example: Corporation F has its saleffice in Wisconsin. A salesperson resides

process,shall be excluded fro_m the factor urttile prop_erty 1S in Nebraska and solicits sales in Nebraska and Kansas. Corporation F does not have
actuallyused by the taxpayer in the regular course of its trader@kusin Nebraska or Kansas. Thelesperson returns to thésdonsin sales tite
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for two weeks each year for meetings and training. The compensation of thethis state” means a borrower whose billing address is in this
Nebraskasalesperson is included in themerator of the payroll factor since the state
salespersois directed from aoffice in Wisconsin, returns to &tonsin periodically '

for business purposes and Corporation F does not have nexus in Nebraska. 2. A borrower whose billing address is in this sthté,is not

(c) Management fee situg-he situs of management or servicengagedn a trade or business.
feesdescribed in sul{2) (a) 3.is in Wisconsin to the exterthe (c) “Commercial domicile” means the location from which a
relatedcorporations employees performing the services meet orgadeor business is principally managed and directed. If the tax
of the requirements in pgb). payeris omganized under the laws of a foreign countng com

(d) Services.An individual shall be considered to be perfermmonwealthof Puerto Rico, or any territory @ossession of the
ing a service in Mgconsin during the year if the individual per United States,commercial domicile” shall be deemed for the
formsservices for at least 5 days during the y8dre compensa purposef this section to be the state of the United States or the
tion of any one employee may not be split between 2 or more stdiéstrict of Columbia from which the taxpaysrtrade or business
during the year; howevethis does noapply if the employee is in the United States is principally managed and directed. It shall
transferredor changes positions during the year be rebuttably presumed that the locativom which a trade or

(e) Excluded compensationCompensation related to thePusinesss principally managednd directed is the state of the
Operation,maintenance, protection or Super\/isiomeﬁ| or tang.i Un|ted States or the District Of C0|umbla at Wh|Ch the gl’eatest
ble and intangible personal property used in the production B¢mber ofthe taxpayets employees work, have theirfioé or
nonapportionatﬂmcome, and amounts pa|d to retired employeég.seof Operatlons, or are dlreCted or Controlled, as Of the |aSt day
shallbe excluded from both the numerator and the denominafdrthe taxable year
of the payroll factar Except for management or service fees paid (d) “Credit card” includes a credit card, debit card, purchase
to a related corporation, payments madandndependent cen card,chage card, and a travel or entertainment card.
tractor or any other person not properbfassifiable as an  (dm) “Credit card bank” mearan institution that is primarily
employeeare also excluded. engaged in credit card operations, which does not accept demand

(f) Elimination of factar In any case in which the company haslepositsor deposits that the depositoay withdraw by check or
no employees nor pays management or service fees to a relgistlar means for payment to thigghrties or others, and which
corporation,or in which the department determines that employloesnot engage in the business of making commercial loans.
eesare not a substantial income produdactor, the department  (e) “Credit card issués reimbursement fee” means the fee that
may order or permit the elimination dfie payroll factor and the a taxpayer receives from a mercharitank because a person to
useof the arithmetical average of the other 2 factors to arrivev@homthe taxpayer has issued a credit card has paid for merchan
the Wisconsin apportionment percentage. diseor services sold by the merchant with the credit card.

(5) TrAFFIC UNIT FACTOR. The numerator shall be the total (f) “Domicile” meansa natural persos'true, fixed, and per
numberof traffic units in Wisconsin during the tax period. Themanenthome where that person intends to reng@rmanently
denominatoshall be the total number of tiafunits everywhere and indefinitely and to which, whenever absent, that person
during the tax period. intendsto return. A natural person may have only one domicile

Note: Pipeline companies that are in combined groups adjest the numerator gt any time.
anddenominator of each of these factors and then cothedrithmetical average “ . . . . . ”
of these factors to the modified sales factdhe modified sales factor then deter (M) “Engaged in business in and outside this state” has the
mines the compang Wisconsin share of the combined graupipportionable Ssamemeaning as in Sax 2.39 (2) (b)
income. See s71.255 (5) Stats., and Fiax 2.61 (7)or details. ] ‘Al PR + ; ; :
Note: SectionTax 2.48interprets s71.25 (10) (¢)Stats. (9) “Financialinstitution” means any financial ganization
History: Cr. Register November1969, No. 167ef. 12-1-69; am. (intro.}Reg- whetherincorporated or gamzed under federal law or undbe_
ister, August, 1973, No. 212f. 9-1-73; am. (1) (intro.), (1) (a), (b) andc), r and  laws of any state or foreign country that is one of the following:
recr.(2), cr (3), (4) and (5)RegisterJune, 1991, No. 42éf. 7-1-91; reprinted to

restoredroppedcopy in (3) (e)Register March, 1999, No. 5:EMR0943 eff, 1. A bank holding company as defined i1281.0901 (2) (c)
12-31-0%ndCR 10-001am. (title) and (1), c(2) (am)Register June 2010 No. Stats. including a federal bank holding compaay in—state bank
654 eff. 7-1-10. holding companyan out—of-state bank holding compaagd a
) ) ] foreign bank holding company
Tax 2.49 Apportionment of apportionable income of 2. A bank as defined undé2 USC 1841(c), including a

interstate financial institutions. (1) Scope. A financial  nationalbank oganized and existings a national bank associa

institutionthat is engaged in business both in and outside this stgie, pursuant to the provisions b2 USC ch. 2and a state bank
shall apportion itsapportionable income as provided in this'se‘brganizedand operating under cB21, Stats.

tion, except ifthe financial institution is in a combined group, its : . )
: ; : . ! 3. A savings and loan holding company as defined ubh®er
Wisconsinshare of the combined grospapportionable income USC 1467a(1) (D) or s215.01 (24m) Stats.

is computed as provided in $1.255 (5) Stats., and further ) ) ' ,
detailedin s.Tax 2.61 (7) Nonapportionable income shall be allo - A savings bank holding company as defined ia1s.01
catedas provided in s71.25 (5) (b) Stats. (1) (tm), Stats.

Note: A financial institution that is a corporation may be in a combined group for 5. A savings association or federal savings bank as defined
taxableyears beginning on or after January 1, 2009. See<.61 (2foradescrip  jn 12 USC 1813b), including a savings and loan association,
tion of corporations required to use combined reporting. building and loan association, or cooperative bank, and an associ

(2) DerNiTIoNs. In this section: ation as defined in s215.01 (1) Stats., and a savings bank as
(a) “Billing address” means the address indicated in the tagefinedin s.214.01 (1) (t) Stats.
payer’'sbooksand records on the first day of the taxable year 6. A trust company operating as a fiduciary under2&@s,
ona later date in the taxable year whiee customer relationship stats. or a corporation, limited liability companyassociation,
began o which a taxpayer under this section regularly sends agyrtnershippusiness trust, or othigal entity authorized to act
notice, statement, or bill to the taxpaygicustomer The billing a5 a trustee, personakepresentative, executoadministratar
addresf a customer who is@atural person means the addfes§uardian,conservatqrassignee, or ageot in any other fiduciary

of that persors domicile. capacityfor individuals and businesses in the administration of
(b) “Borrowerlocated in this state” means either of the followtrustfunds, estates, and custodial arrangements, in stock and bond
ing: transferand registration, in fiduciary investment and estate-plan

1. A borrower that is engagéu a trade or business and use8ing, and other related services.
theloan proceeds in trade or business activities in this state. Ifit 7. An industrial bank, industrial loan compamy similar
cannotbe determined where the funds are used, “borrower locatedanizationas described ih2 USC 1841c) (2) (H).
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8. A safe deposit company that maintains vaults for the (n) “Merchant discount” means the fee or negotiated discount
depositand safe—keeping of valuables and rents compartmentsiwatis chaged to a mercharfor accepting a credit card as pay
boxesto customers who have exclusive access to these cemparént for merchandise or services that sofel to the credit card
mentsor boxes, subject to the oversight and under the rules dralder.
regulationsof the company (0) “Participation” means an extension of credit in which an

9. A private banker including an unincorporated entity opetindividedownership interest is held on a pro rata basis in a single

atedas a partnership that specializes in investing and managiogn or pool of loans and related collateral.

the money of private clients. Note: In a loan participation, the credit originator initially makes the loan and sub

. . . . equentlyresells all or a portion of it to other lenders. The participation may or ma;
10. Any corporation engaged in international or foreign banlzoﬂbe kn{,wn to the borfow_er parielp Y Y

ing that is oganized under the provisionsT# USC 6110633 () “Person” means a natural person, estate, trust, partnership,
11. Any agency or branch of a foreign depository as defingighited liability company corporation, or any other business

in 12 USC 3101 entity.
12. Any credit union to the extent not exempt undétls26 (9) “Regular place of business” means aficefat which the

(1) (a), Stats., and 4.86.113 (20) Stats. taxpayercarries on its business in a regular and systematic manner

13. A production credit associationgamizedunderl2 USC andwhich is regularly maintained, occupied, or used by employ
2071or a land bank created under the Federal Farm Loan Acgesof the taxpayer

14. A consumer finance compargmall loan companyr a (1) “State” means a state of the United States, the District of
salesfinance company licensed under 2ti8 Stats. Columbia,the comm_onwealth of Puerto Rico,any territory or

15. A mortgage banker as defined i224.71 (3) Stats. possesﬂsmlmf .the.Unnlted States. , o

16. A credit card bank. (s) “Syndication” means an extension of credit in which 2 or

. . - morepersons fund and each person is at risk only ugpeeified
_17. Any subsidiary of an entity describedsubds1.t016, percentagef the total extension of credit or up to a specified dol
if a significant purpose for thaubsidiary is to hold investments|5r smount.
or if the subsidiary primarily functions to hold investments, as w ” . : N ; :
. ; ’ (t) “Taxpayer” means financial oganization that is subject
providedin s.71.25 (10) (a) 2 Stats, to apportionment under this section.

(h) “Guarantor of a loan located in this state” means a guaran (3) APPORTIONMENT FORMULA COMPUTATION. For taxable

torwhos:a b'"'”9 address is ,'Yn this state. . yearsbeginning after December 31, 2005, a financial institution
(hm) “Intangible property” has the same meaning asTas. thatis engaged in business in and outside this state shall determine
2.39(2) (). its net income for state franchise or income tax purposes as pro
(i) “Investment banking services” include assisting businesiled in this section. The financial institution shall first deduct
customersn obtaining new financing bynderwriting and selling from its total net income its nonapportionable income, less related
new securities issued by the customer to the public. expenses. Nonapportionable income shall b#ocated as pro

(i) “Loan” means any extension of credisulting from direct Videdin s.71.25 (5) (b) Stats. The financial institution shall
negotiationsbetween theaxpayer and its customar the pur ~ @pportionits remaining net income to this state as follows:
chasejn whole or in part, of an extension of credit framother (a) For taxable years beginning after December 31, 2005, and
“Loans” include participations, syndications, and leases treatedee$ore January 1, 2007, apportionable income shalbappor
loansfor federal income tax purposes. “Loans” do not includéoned using an apportionment fraction composed of a receipts
propertiedreated as loans under secti®b of the Internal Reve factorunder sub(4) representing 60% of the fraction and a payroll
nue Code prior to its repeal bylP 104-188 futures or forward factorunder sub(5) representing 40% of the fraction.

contracts;options; notional principal contracts such as swaps; (b) For taxable years beginning after December 31, 2006, and
creditcard receivables, including purchased credit celation  pefore January 1, 2008, apportionable income shalappor
ships;non-interest bearing balances due from depository institibned using an apportionment fraction composed of a receipts
tions; cash items in the process of collection; federal funds sofdictorunder sub(4) representing 80% of the fraction and a payroll
securitiespurchased undexgreements to resell; assets held in @ctor under sub(5) representing 20% of the fraction.

trading account; securities; interests in a real estat®gage (o) For taxable years beginning before January 1, 2008, in any
investmentconduit, or other mortgage-backedasset-backed ¢aqein which the financial institutiohas no employees nor pays
security;and other similar items. managemenbr service fees to a related entity in which the

(k) “Loan secured by real property” means that any of thfepartmentdetermines that employees are not a substantial
collateralused to secure a loan or other obligation at the time i@ omeproducing factgrthe department may order permit the
original loan or obligation was incurred or during the current taxelimination of the payroll factor
ableyear is real propertyA loan secured by real property includes (4 For taxable years beginning after December 31, 2007,
aninstallment sales contract for real properyn “agricultural apportionableéncome shall be apportioned using an apportion

lien” as defined in $409.102(1) (b), Stats., or a “fixture filing” antfraction composed of the receipts factor under &b
asdefined in s409.102 (1) (jS)StatS., does not by itself constitute Note: Financial institutions that are in combined groupsthsereceipts factor

aloan secured by real property numeratorand denominator to compute the modified sales fasttich then deter

« ; " inesthe financial institutiors Wisconsin share of the combined graugpportion
(L) Loan secured by tanglble personal property” means trﬁ;ﬁeincome. See §.1.255 (5) Stats., and Sax 2.61 (7)or detailsg. oop

?hngnoat fggﬁ%‘gegbuﬁefég|Ser%“re,f lt(;]%ntt%?é ?Eggoa:t.'o.ﬂaﬂgzg (4) RECEIPTSFACTOR. The receipts factor is the ratio of the-tax
u y propery ! g1 payer’sreceipts in this state to the taxpdgental receipts every

or obligation was incurred or during tharrent taxable year is t@an \ hareduring the taxable yeainterest, dividends, gross receipts
gible personal property A loan secured by tangible personap, o gains from sales of securities hieldinvestment purposes,

propertyincludes an installment sales contract for tangible P& hdother income from investment assets may not be included in

sonalproperty . - thereceipts factor The receipts factor shall include all of the fol
(m) “Loan servicing fees” include fees or apes for originat lowing items:

ing and processing loan applications, such as prepaid interest am@te: A financial institution that is a combined group member must aifjust
loan discountsand for collecting, tracking, and accounting foreceiptsfactor numerator and denominator as describediaxs2.61 (7)
loanpayments received. “Loan servicing fees” also include gross(a) Gross eceiptsfrom the lease o€al poperty. The numera
receiptsfrom the sale of loan servicing rights. tor of the receipts factor includes gross receipts from the lease,
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rental,or licensing of real property owned by tapayer if the thetaxpayer in proportion to the fair market value of the real-prop
real property is located ithis state and gross receipts from therty securing the loan located in each state or foreign country
subleasef real property if the real property is located in this state. 2. The determination of whether the real property securing a

(b) Gross eceipts fom thelease of tangible personalgperty. loanis locatedn this state shall be made at the time the original
1. Except as described subd.2., the numerator of the receiptsagreement was made and for each subsequent taxable year

faCtOI’inC|udeS gI’OSS receipts fl’Oﬂfle Iease, I’ental, or Iicensing (d) Gross inteest and other feesdim loans secd bytangF

of tangible personal propertyvned by the taxpayer and the subple personal poperty. 1. The numerator ahe receipts factor

leaseof tangible personal property if the propertjoisated in this includesgross interest, fees, points, ajes, and penaltifisom

stateduring the entire periodf lease, rental, licensing, subleaselpanssecured by tangible personal property if the tangible per

or other use. If theroperty is used in and outside this state duringbnalproperty securing the loan is locatedhis state as described

the period of lease, rental, licensing, or sublease, gross receiptsi@figar (b). If the tangible personal property securing the loan is

includedin the numerator of the receipts factor to the extfestt |ocated in both this state and omemore other states or foreign

the property is used in this state. The proportion ofiusieis state countries the gross interestees, points, chges, and penalties

is determined by multiplying the gross receipts from the leas¢hall be divided among those states or foreign countries having

rental,licensing, sublease, or other use of the property by a fragrisdictionto impose an income tax or franchise tax measured by

tion having as a numerator the number of days the property isietincome on the taxpayer in proportion to the fair market value

this state while leasedented, licensed, or subleased in the taxabig the tangible personal property securing the loan located in each

yearand having aa denominator the total number of days that thateor foreign country

propertyis leased, rented, licensed, or subleased in all states hav ; - ¢ getermination of whether the tangible personal-prop

ing jurisdiction to impose an income tax or franchise tax measurgd\, securing a loais located in this state shall be made at the time

by net income on the taxpayer in the taxable year the original agreementas made and for each subsequent taxable
2. Gross receipts from the lease, rental, or licensing of moviggar.

property,including motor vehicles, rolling stock, aircraft, vessels, (e) Gross inteestand other feesdm loans not seced by eal

or mobile equipment, owneltl the taxpayer and the sublease of, 15nqinie personal mperty. The numerator of the receipts fac

moving property are includeith the numerator of the receipts{fac tor includes interest, fees, points, ajes, and penaltie§om

tor to the extent that the property is used in this state. The propg hsthat are not secured by real or tangible personal property if
tion of use of moving property in this state is determined as fq eloan borrower is located in this state.

lows: ;
Th i f & mot hicl li tock i (f) Net gains fom the sale of loansThe numerator of the
a. 1he proportion ot use @ motor venicle or rolling StoCk IN yacaints factor includes net gains from the sale of loans,-deter

this state isleterminedy multiplying the gross receipts from the,inadas follows:

lease, rental, licensing, or sublease of the motor vehicle or rolling 1 Th f . b | h ¢ h
stockby a fraction having as a numerator the number of miles tray , - Th€ amount of net gains, but not less than zero, from the

eledwithin this state by the motor vehicle or rolling stock whilga/€of loans secured by real propelgated in this state. If the

leasedrented, licensed, or subleased in the taxable year and H&R  Property securing the loan is located in both this stateaad

ing as a denominator the total numizémiles traveled by the Of More other states or foreign countries, the net gain shall be

motor vehicle or rolling stock while leased, rented, licensed, gfvided among those states or foreign countries having jurisdic

subleasedh the taxable year tion to impose an incomex or franchise tax measured by net
b. The proportion of use of an aircratft in this state is det incomeon the taxpayer in proportion to the fair market value of

. Lt X ereal propertysecuring the loan located in each state or foreign
mined by multiplying the gross receipts from the lease, rent ountryp pers 9 g
licensing, or I f the aircraf fraction havin ) .

censing, or sublease of the aircraft by a fraction having as a 2. The amount of net gains, but not less than zero, from the

numeratorthe number of takefsf and landings of the aircraft in . S
this state while leasedented, licensed, or subleased in the taxabfi@/€of loans secured by tangible personal property located in this
yearand having as denominator the total number of takisaind >ia1eas describeeh par (b). If the tangible personal property
landingsof the aircraft while leased, rented, licensed, or subleas%{%cu”ngthe loan is located in both this state and one or more other
in the taxable year statesor foreign countries, the net gain shall be divided among
. . . . thosestates or foreign countriésving jurisdiction to impose an

__C. The proportion ofiseof a vessel or mobile equipment injhcometax orfranchise tax measured by net income on the tax

this state is determined by multiplying the gross receipts from t Syerin proportion to the fair market value of the tangipés

leaserental, licensing, or sublease of the vessel or mobile equipy a1 property securing the loan located in each state or foreign
ment by a fraction having as a numerator the number of days ntry.

thevessel or mobile equipment is in this state while leased, rented, 3 Th f ins. b | h ¢ h
licensed or subleased in the taxable year and having as a denomi, = | e amount o nectj %alns,l ut not %?St an zerlo, rom ¢ gf
natorthe totalnumber of days that the vessel or mobile equipmeﬁ?? of loans not s:eﬁure Yy reﬁ_ or tangible personal property |
is leased, rented, licensed, or subleased in the taxable year 1€0an borrowgr is located n this stat.e.

d. If the taxpayer is unable ttetermine the use of moving _, (9) Gross eceipts fom cedit cad receivables.The numerator
property under sub@. a, b., or c. while the property is leased, of the receipts factor includes gross interest, fees, pointgeshar
rented, licensed, or subleased in the taxable yea moving andpenalties from credit card receivables gnass receipts from
propertyis conciusively deemed to be used in the state in whighnualfeesand other fees ctged to credit card holders if the bill
the property is located at the time that the lessee, rditensee, Ing address OT the credit card holder. is in this st.ate.
or sublessee takes possession of the praperty (h) Net gains fom_thesale Of_Cedlt cad recelyables. The

(c) Grossinterest and other feesdm loans seced by eal numeratorof the receipts factor includes net gains, but not less
property. 1. The numerator of the receipts factor includes grolin 260, from the salef credit card receivables if the billing
interestfees, points, chges, and penalties from loans secured KiPdres®f the credit card holder is in this state.
realproperty if the real property securing the loan is located in this () Credit cad issuets reimbursement feesthe numerator of
state. If the real property securing the loan is located in both tH#se receipts factor includes the taxpagecredit card issusr
stateand one or more other states or forejg[]ntries’ the gross rE[mbl,!rsementeeS if the bllllng address of the credit card holder
interest, fees, points, chges, and penalties shall ltivided IS in this state.
amongthose states or foreign countries having jurisdiction to (j) Gross eceipts fom mechant discount.The numerator of
imposean income tax or franchise tax measured by net incometbe receipts factor includes gross receipts from merchant discount
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if the merchan$' trade or business is located in this statdhdf cannotbe determined, the service is received in this state if the
merchant'srade or business is located in and outside this state, #ogountholder in theregular course of the account holddsusi
numeratorincludes only receipts from merchant discounts omessordered the service from arfioé in this state.If the order
salesmadein this state. If the location of a sale cannot be deténg office cannot be determined, the services are received in this
mined, the numerator includes the merchant discount on the salfte if the account holderbilling address is in this state.

if the merchang’ commercial domicile is in this state. The receipts ( ; :

X p) Gross eceiptsfrom electonic funds transferThe numera
shallbe computed net of any credit card holder gadracks but o of 1a receipts factor includetectronic funds transfer fees if
may not be reduced by any interchange transaction fees or by W erof the following applies:

!ssuer’sreimbursement fees paid to another for ghamade by i .g PP e )
its credit card holders. 1. The service is provided to a customer that is not engaged

(k) Loan servicing feesl. The numerator of the receipts factoln & trade obusiness, and the custonsebilling address is in this
includesloan servicing fees derived from loans owned by the taRlate.
payeror another person, including servicing participations, and 2. The service is provided to a customer that is engaged in a
securecby real property located in this statéthe real property tradeor business, the customer maintains a regular place ef busi
securingthe loan is located in both this state and one or more othessin this state, and the service received relates to the business
statesor foreign countries, the loan servicing fees shall be dividadthis state.If the customer receives the service in more than one
amongthose states or foreign countries having jurisdiction wtateor the state in whicthe service is received cannot be deter
imposean income tax or franchise tax measured by net incomemined,the service is received this state if the customen the
thetaxpayer in proportion to the fair market value of the real-profegular course of the customisrbusiness, ordered tlservice
erty securingthe loan located in each state or foreign courifry from an ofice in this state. If the orderingfie cannot be deter
thelocation of the real property securing the loan cannot be-detgfined, the services are received in this state if the custsrbii
mined,the numerator includehe loan servicing fees if the loaning address is in this state.

borrower or guarantor of the loan is located in this state. Gross eceipts fom cash management serviceShe

2. The numerator of the receipts factor includes loan servicifgmeratorof the receipts factor includes the grassount of any
feesderivedfrom loans owned by the taxpayer or another persQlesor chages generated from cash management services,-nclud
including servicing participations, and secured by tangible pefq pyt not limited to lockbox servicesepository transfer checks,

sonalproperty located in this state as described in(parif the 55403y anles management, if the service is provided to a customer
tangiblepersonaproperty securing the loan is located in both thig, +tis engaged in a trade or business, the customer maintains a
stateand one or more other states or foreign countries, the IQ% ’

seniingfees shall be chided among those states o oreign cof4°LP13°® o usiness n (i state, and e senacelved |
mgggﬁ;’érgyﬂg?ﬂ%&%; %mﬁgﬁ%ﬂayg)ﬁgr@;ﬁﬁ?ocnhIt?)%;iaex serv[cein more than one state or the state !n Whiqh thg seryice is
marketvalue of the tangible personal property securing the lo %celvedcannot_ be determined, the service is received in this state
locatedin each state or foreign countrf the location of the tangi ' the customeiin the regular course of the custofsesusiness,

ble personal property securing the loan cannot be determined, @geredthe service from an fi¢e in this state. If the ordering
numerator includes the loan servicing fees if the loan borrowerQffice cannot be determined, the services are received in this state
guarantorof the loan is located in this state. if the customeés billing address is in this state.

3. The numerator of the receipts factor includes loan servicing (f) Gross eceipts fom international trade servicesThe
feesderivedfrom loans owned by the taxpayer or another persdiiimeratorof the receipts factdncludes the gross receipts from
including servicing participations, and not secured by real or tatfiternationakrade services, including but not limited to letters of
gible personal property if the loan borrower or guarantor of treseditand bankers acceptanuetes, if the service is provided to
loanis located in this state. a customer that is engaged in a trade or business, the customer

(L) Gross eceipts fom travelers checks, cashiers checks, Cernain_tainsa regular place of _busine_ss ir! this state, and the service
tified checks, and moneydars. The numeratoof the receipts receivedrelates to the business in this state. If the customer
factorincludes gross fees or other ajes for the issuance of trav receivesthe service in more than one statéherstate in which the
elerschecks, cashiers checksrtified checks, and money ordersserviceis received cannot be determined, the service is received
if the checks or money orders are purchased in this state.  in this state if the customen the regular course of the custotsier

(m) Gross eceipts fom automated teller machinesThe businessprdered the service from arfioé in this state. Ifthe
numeratorof the receipts factdncludes gross receipts from theorderingoffice cannot be determined, the services are received in
usageof automated teller machines located in this state. this state if the customé billing address is in this state.

(n) Gross eceipts fom safety deposit boxeShe numerator ~ (S) Gross eceipts fom data pocessing services, document
of the receipts factor includes gross receipts from the rental iBhaging servicesand micofilming services. The numerator of
safetydeposit boxes if the boxes are located in this state. the receipts factor includes the gross receipts from plateessing

(0) Gross eceipts fom maintaining accountsThe numerator Servicesdocument imaging servicesnd microfilming services
of the receipts factor includes gross receipts fronmtamtenance if the service is provided to a customer that is engaged in a trade
of accounts, including but not limited to service gearfor main  OF businessthe customer maintains a regular place of business in
taining accountspverdraft chages, chages for copies of state this state, and the service received relates to the business in this
mentsand checks, and fees for account reconciliation, if edher state. If the customer receives the service in more than one state
thefollowing applies: or the state in which the service is received cannot be determined,

1. The service is providetb an account holder that is notthe service is receiveih this state if the customen the regular
engagedn a trade or businesand the account holdsrbilling courseof the customeés business, ordered the service from an
addresss in this state. office in this state. If the orderingfife cannot be determined, the

2. The senvice is provided to an account holder that is engag&ivicesare received in this staifthe customess billing address
in a trade or business, the account holder maintains a regular plada this state.
of business in this state, and the service received relates to thé) Gross eceipts fom leseach services.The numerator of the
businessn this state. If the account holder receitlesservice in  receiptsfactor includes gross receipts from research services if
morethan one state or the state in which the service is receiwatherof the following applies:
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1. The servicas provided to a customer that is not engaged a. The service relates to real property that is located in this
in a trade obusiness, and the custorisebilling address is in this state.

state. b. The service relates to tangible personal property that is
2. The service is provided to a customer that is engaged itoeatedin this state athe time that the service is received or tangi
tradeor business, the customer maintains a regular place ef bisé personal property that is delivered directly or indirectly te cus
nessin this state, and the service received relates to the businessersin this state.
in this state.If the customer receives the service in more than one ¢ The service is provided to an individual who is physically
stateor the state in whicthe service is received cannot be detefresentn this state at the time that the service is received.
mined,the service is received this state if the customen the
regular course of the customnierbusiness, ordered tlservice : o : P
fr(?m an ofice in this state. If the orderingfie cannot be deter business in this state and relates to that pesdmrsiness in this

mined,the services are received in this state if the custsrbii state. . . ) .
ing address is in this state. 2. If the purchaser of a service receives the benefit of a service

in more than one state, the gross receipts from the performance of
e service are included in the numerator of the receipts factor
cordingto the portion of the service received in this state.

y) Gross eceipts fom computer softwar 1. The numerator
hereceiptsfactor includes gross receipts from the use of-com

d. The service is provided to a person engaged in a trade or

(u) Gross eceipts fom trust servicesThe numerator of the
receiptsfactor includes gross receipts from trust services if eith
of the following applies:

1. The service is provided to a customer that is not engage

in a trade obusiness, and the custortebilling address is in this putersoftwareif the purchaser or licensee uses the computer soft

state. wareat a location in this state.

2. The service is provided to a customer that is engaged in a . S .
tradeor business, the customer maintains a regular place of bu%i 2. Computer software is used at a location in this state if the

nessin this state, and the service received relates to the busing Lscrgggfbnljsli'ﬁggsie ;r;?%rtlrs]ei nc&rigpsut;et(re sfoofrtwgg Jgeﬁ%etﬁ%gmar
in this state.|f the customer receives the service in more than off P ! p

- - S . ateor if the purchaser or licensee is an individual whose domi
stateor the state |n_wh|cth_e service 1S reqelved cannot_be deteiile is in this state. If the purchaser or licensee uses the computer
mined,the service is received this state if the customean the

regular course of the custonisrbusiness, ordered thservice softwarein more than one state, the gross receipts shall be divided
from an ofice in this state. If the orderingfie cannot be deter among those states having jurisdiction to impose an income tax or

mined,the services are received in this state if the custsrhii I{gg?g'fheéaxszg?fﬁéecigy ntee:[rlZg?tvmvgrg?ntrt]ﬁcfggg?géggfg opor
ing address is in this state. u pu

. . . . mine computersoftware use in this state, the department may con
(v) Gross eceipts fom investment banking serviceShe  gjger the number ofusers in each state where the computer

numeratorof the receiptéactor includes gross receipts, includingsgfareis used, the number of site licenses or workstations in this

commissions,management fees, or underwriting feeayned giate and any other factors that reflébe use of computer seft
from investment banking services if either of the followingy 5 ein this state.

applies: . L . (z) Gross pyalties and other giss eceipts fom intangibles.

1. The issuer of the securities is not engaged in a trade er bysi The numerator of the receipts factor includes grogalties
ness.and the issués billing adfirejss 1S n thls'state. _ andother gross receipts received for the ofs@tangible property

2. Theissuer of the securities is engaged in a trade or busingsshe userpurchaseror licensee uses the intangible propaty
theissuer of the securities maintains a regular place of businesa igcation in this state.
this state, and the securities relate to that pesdasiness in this 5 - |angible property is used at a location in this state if the
state. If the securities relate to that persorégular place of busi g r,purchaseror licensee uses the property in the operafon
nhessm more than Olnil séaj[e, thhe receipts from tne performance,gf e or business at a location in this state, for personal use in this
the service are included in the numerator of the receipts faClhye or if the userpurchaseror licensee is an individual whose
accordingto the portion of the service recelve_d_ in this state. If t micileis in this state. If the useaurchaseror licensee uses the
regularplace of business to which the securities relate cannotij, ipleproperty in morehan one state, the gross royalties and
determ_lne_dthﬁ serwcle IS recelvecfi 'L‘ this f;:ge if the |ssduelneaf othergross receipts from the sale or use of the intangible property
securities)n the regular course of the issigbusinessordered g5 1pe divided among thosgates having jurisdiction to impose
the service from an dite in this state. If therdering ofice cannot anincome tax or franchise tax measured by net income on the tax
kt))_t?l_detercri\?jlned, the Sﬁfv'ce is received in this state ifs¥igels 3y erin proportion to the use of the intangible property in those

iling address Is in this state. . states. To determineintangible property use in this state, the

(w) Gross eceipts fom security bokerage servicesl. The departmentmay consider the number of licensed sites in each

numeratorof the receipts factor includes fees, commissions; matate the volume of property manufactured, produced, or abld

gin interest, and other gross receipts from security brokerage $ggationsin this state, or any other factors that reflect the use of
vicesif the customeés billing address is in this state. theintangible property in this state.

2. The numerator of the receipts factor includes net gains, net(ze) Gross eceipts fomservices mvided to egulated invest
of commissions, but not less than zero, from sales of trading asggémitcompanies.1. Except as provided in suldt. thenumerator
if the customes bl”lng address is in this state. ra‘ﬁing assets” of the receipts factor includes gross receiptﬂj net gain
includesecurities, commodities, anelated financial instruments describedunder pars(a) to (Z) from services provided to or on
that a taxpayer acquires anolds for sale in its inventory account.pehalfof a regulated investment compang defined in section
The receipts factor doesot include gross receipts or net gaings1 of the Internal Revenu€ode. The regulated investment
from sales or other dispositions of investment assets. companyis considered the purchaser or consumer of the services.

(x) Gross eceipts fom other servicesThe numerator ahe 2. At the taxpayes option, the portion of the gross receipts
receiptsfactor includes gross receidtem services that are not receivedfrom a regulated investment company from the sale of
describedn pars(a)to(w) if the purchaser of the servioeceived administration, distribution, or management services shall be
the benefit of the service in this state under afthe following  includedin the numerator of theeceipts factor as described in

circumstances: subd.3. A taxpayer that makes this election shall use this method
1. The benefit of a service is received in this state if any of the determinghe receipts included in the numerator of the receipts
following applies: factorfrom each regulated investment company for or on behalf
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of which it performs services and shall compute the receipts froggardto receipts described in pafa)to(ze), this paragraph does
eachregulated investment compasgparately For purposes of notapply to taxable years beginning enafter January 1, 2009.

this subdivision: (5) PavroLL FACTOR. The payroll facta is the ratio of the otal
a. “Administration services” include clerical, accountingcompensatiompaid to enployees locatel in this gate © the tal
participantrecord keeping, transfer agendyookkeepingdata compensatiorpaid to employeeslocatel everywhere deter-
processing, custodial, internal auditing, legal, and tax serviga#edin accordane with the povisiors d ss. 71.04 (6) and
providedfor a regulatednvestment company but only if the pro 71.25(8), Stats, and s Tax 2.39 (5). “Compensatin paid to
vider of the services also provides, or ifilmted with a person employees”includes deductibk managementr service fees
that provides, distribution or management serviteshe regu  paidto a elated entity directly or indirectly for the performance
latedinvestment company of persondservices and the stus d the fees is in this date if the
b. “Distribution services” include advertising, servicing>ervicesre performedin this sate The ecipiert of the fees may
investoraccounts, marketing, or selling shares of the regulat8gtinclude e ompensatio paid to its employees with respect
investmentompany In the casef advertising, servicing, or mar (0 (e Personaservices in either the rumerate or denominator
keting shares, the services shall be performed by a person thaﬁf#f .pigroll f.aPtor-fg 2 acfirst apply for taxabl beginni Ja
or, in the case of a closed end compamss eitheengaged in the 4y 2006 | o AP oraxabie YEaTs heginning on Sand
serviceof selling the shares orfdifited with a person that is THistory: Cr. RegisterAugust, 1973, No. 212f. 9-1-73; am. (1) (b)Register,

engagedn the service of selling the shares.tHa case of an open July, 1978, No. 27]eff. 8-1-78; corrections in (1) (b) and (3) made under s. 13.93
. A m) (b) 7., StatsRegister March, 1999, No. 51R 04-031r. and recrRegister
endcompanythe service of selling shares shall be performed P e Ne 60@&f. 7-1-06; correctiorin (4) (zm) made under s. 13.93 (2m) (b)
suantto a contract entered into undéy USC 80a-1(b). 7., Stats. Register November 2006 No.BXorrections in (1) and (3) (intro.) made
« . - .. unders. 13.92(4) (b) 7., Stats.Register April 2010 No. 652EmR0943 eff.
c. “Management services” include renderifiyestment 15-31 o@ndCR 10-001am. (1), (2) (h), (3fintro.), (4) (intro.), (2) 1., (zm) and
advicedirectly or indirectly to a regulated investment companyzs),cr. (2) (dm), (fm), (g) 16., 17., (hm) and (3) (d)(3) (c), renum. (3) (d) to be

determiningwhen sales and purchases of securitietodse made (3) (¢) Register June 2010 No. 6%f. 7-1-10.
on behalf of the regulated investment compasslling orpur- . . .
chasingsecurities constituting assets of a regulam@stment ~ Tax 2.495 Apportionment  of apportionable income
companyand related activities, but only if the activities are pePf interstate brokers—dealers, investment advisers,
formedpursuant to a contract with thegulated investment cem Investment companies, and underwriters. (1) Scope. A
panyentered into under5 USC 80a—16), for a person that has brokeragehouse, investment advisénvestment compamor
enterednto the contract with the regulated investment compartderwriterthat is engaged in business both in and outside this
or for a person that isfilfated with a person thdtas entered into Stateshall apportion its apportionakilecome as provided in this
the contract with a regulated investment company section.except if the brokerage house, investment adursesst
ment companyor underwriter is ira combined group, its Mton-

d. A person is diliated with another person dach person is ; : : : ;
amember of the sameféifited group, as defined under sectiorgIn share of the combined grosgpportionable income is cem

| tedas provided in s71.255 (5) Stats., and further detailed in
1504 of theInternal Revenue Code without regard to sub. (b) ‘{JTax 2_(?1 @ Nonapportion(atgle income shak allocated as

section1504. _ . providedin s.71.25 (5) (b) Stats.

e. Receipts receiveffom a regulated investment company Note: A brokerage house, investment advisevestment companyr under
includeamounts received directly or indirectly from tiegulated writertr;tat isJ a cor;ifrgggg may beg_in azcginl(azi';fed group for tt_axabf'e years kt’_eginning
H H B on or after January, . ee d.ax 2. Or a aescription of corporations
investmentcompany and amounts receivieom shareholders in o ivedto use combined reporting.
theregulated investment company

) ] (2) DeriNniTioNs. In this section:
3. The numerator of the receipts factor includes the sum of ) «gjjjing address” means the address indicated in the tax
receiptsdetermined by multiplying the groseceipts from the e rshooksand records on the first day of the taxable year
sale of administration, distribution, and managemeatvices :

ided behalf of h lated i on a later date in the taxable year witlea customer relationship
providedto or on behalf of each separate regulated INvestmeyan to which a taxpayer regularly sends any notice, statement
companyby a fraction, computed as follows:

o ¢ or bill to the taxpayés customer The billing address of a cus

a. The numerator dhe fraction is the sum of the monthly pertomerwho is a natural person means the address of that person’
centagesletermined for each month of the regulated investmegiémicile.
company'staxable year for federal income tax purposes, which (p) “Brokerage commission” includes, but is not limited to, all

taxableyears ends withior at the same time as the taxpay@x  sajesfees on agency or principaansactions whether clyzd
ableyear but excluding any month during which the regulategypjicitly or implicitly.

investmentcompany had no outstanding shares. The monthly “ " ) _
percentagdor each month is determined by dividing the numb%reé%rcgrr]%lfjegggsug?#esses means a firm or place where a broker
of shares in theegulated investment company that are owned on . . . .
thelast day of the month by shareholders whose domicile or com (d) “Broker-dealer” means a person engaged in the business
mercialdomicile isin this state by the total number of shares in ti‘{g effecting transactions in securities, commodities, and related
regulatednvestment company outstanding on that date. Inancial |nstruq1ents for the ac"count of another or forbesors
. L wn account. “Broker—dealer” does not include a sales agent; an

b. The denominator of the fraction is the number of month ¥suerwith respect to purchasinand selling the issuar own
percentages. securities; a bank, savings institution, tarst companywhen

(zm) Other sales. The numerator of the receipts factokeffectingtransactions for its owaccount or as an agent; a person
includesall other receipts described inTax 2.39 (6) (bJo (i), to  in that persors capacity as @ersonal representative, executor
the extent not described in this subsection. administratorholder of power of attorneguardian, trustee @f

(zs) Receipts not taxedFor taxable years beginning befordestamentarypr inter vivos trust, conservatar pledgee; or any
Januaryl, 2009, fiftypercent of the taxpayearreceipts that are otherperson excluded from the definition of “broker—dealer” in
apportionedunder this section to a state which does not have jurfs 551.102 (4) Stats.
diction to impose an income tax or franchise tax measurestby  (e) “Commercial domicile” means the location from which a
incomeon the taxpayer shall be included in the numeratthef tradeor business is principally managed and directed. If the tax
apportionmenfraction if the taxpayés employees or representa payeris oiganized under the laws of a foreign countine com
tives performed such services from a location in this statgh Wmonwealthof Puerto Rico, or any territory @ossession of the
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United States,‘commercial domicile” shall be deemed for theincomeproducing factgrthe department may order permit the
purposeof this section to be the state of the United States or thiiminationof the payroll factor In any case in which the taxpayer
District of Columbia from which the taxpaysertrade or business hasno propertyor in which the departmedetermines that prep
in the United States is principally managed and directed. It shaity is not a substantial income produciiagtor, the department
be rebuttably presumed that the locativom which a trade or may order or permit the elimination of the propefégtor This
businesss principally managednd directed is the state of thesubsectiordoes not apply ttaxable years beginning after Decem
United States or the District of Columbia at which the greatdstr31, 2007.

number ofthe taxpayets employees work, have theirfio or (d) Fortaxable years beginning after December 31, 2007,
baseof operations, or are directed or controlled, as of the last dgyportionablencome shall be apportioned using an apportion
of the taxable year mentfraction composed of the receipts factor under gijb.

(em) “Engaged in business in and outside gti&te” has the  Note: Brokers-dealers, investment advisers, investment companies, and under
samemeaning as in gax 2.39 (2) (b) writersthatare in combined groups use the receipts factor numerator and denomina

tor to compute the modified sales factwhichthen determines the compamyis-
(f) “Investment adviser” has the meaning giverﬂ_ﬁqUSC consinshare of the combined grosipportionable income. Se$.255 (5) Stats.,
80b-2(a) (1L). and(sé.l;a)l(?zgl (m;eritalcl)& The receipts factor is the ratio of the-tax
« ” . . . ECEIPTSFACTOR.
80:51%)3 Investment company” has theeaning given irl5 USC payer’sreceipts in this state to the taxpdgental receipts every
. ) whereduring the taxable yeatnterest, dividends, gross receipts
_ (h) “Person” means a natural person, estate, trust, partnersjthet gains from sales of securities, and other income from-invest
||m|.ted ||ab|||ty Company COI’pOI’atlon, or any Other bUS|neS§"nent assets held by a taxpayer in the taxp’aydmvestment
entity. accountmay not be includeah the receipts factorThe receipts
(i) “Regular place of business” meaaus ofice at which the factorshall include the items described in p&asto (h).
taxpayercarries on its business in a regular and systematic mannexote: A broker-dealerinvestment advisemvestment compangr underwriter

andwhich is regularly maintained, occupied, or used by emp|0¥1at is a combinedyroup member must adjust its receipts factor numerator and
! ! i i i 2.61 (7)
eesof the taxpayer enominatoras described in §ax 2.61 (7)

(@) Gross bokerage commissionsThe numerator of the

() “Sales agent” means any individual other than a brokefgceiptsfactor includes gross brokerage commissions earned if
dealerwho represents a broker—deaterissuer in décting or  he billing address of the customer is in this state.

attemptingto efect transactions in securities. A sales agent o .
includesa partnerofficer, or director of a broker—dealer or issuer. (b) Gross magin interest. The numerator of the receipts factor

: L : s . cludestotal magin interest earned on behalf bfokerage
?r a person occupying a similar status or performing similar funl§ccountsowned b?/ customers if the billing address of thg cus
ions.

. _ tomeris in this state.
(k) “State” means a state of the United Stattes,District of

: : . c) Gross account maintenance feeBhe numerator of the
Columbia,the commonwealth of Puerto Rico,any territory or © ) . .
possessionf the United States. receiptsfactor includes account maintenance fees received on

N Y . ) behalf of brokerage accounts owned by customers if the billing
(L) “Taxpayer” means a broker—dealgvestment adviser 5qdresof the customer is in this state.

m\éﬁgﬁggﬁhﬁpﬁggft%nunderwnter who is subject to apportion (d) Gross eceipts fom trading assetsl. Except as provided
) in subds1m.and2., the numerator of the receipts factor includes

(m) “Trading assets” include securities, commodities, a"{ﬂossreceipts, net of commissions, from sales of trading asiets,
relatedfinancial instruments that a taxpayer acquires and ffands ¢ day-to—-day decisions regarding the trading assets occur at a

salein its inventqry agcount. _ locationin this state. If the day-to—day decisions regardiieg
(n) “Underwriter” includes all persons described undiér tradingassets occur at locatiohsth in and outside this state, the
USC77b(a) (). assetsshall be considered twe located at the location where the

(3) APPORTIONMENT FORMULA COMPUTATION. For taxable trading policies and guidelines are establishedhall be rebut
yearsbeginning after December 31, 2005, a broker-dealest  tably presumed that the location where the trading policies and
mentadviser investment companpr underwriter that is engagedguidelinesare established &t the taxpayeés commercial dormi
in business in and outside this state shall determine iisamehe Ccile.
for state franchise or income tax purposes as provided in this sec 1m. Except as provided in sulf, at the election of the tax
tion. The broker—dealerinvestment advisginvestment com payer,for taxable years beginning after December 31, 2014, the
pany,or underwriter shall first deduct froits total net income its numeratorof the receipts factor includes gross receipts,ofiet
nonapportionabléncome, less related expensééonapportion  commissionsfrom sales of trading assets if the custdsitling
ableincome shall be allocated as provided.ifl.25 (5) (b)Stats. addresssin this state. Once made, an election under this subdivi
The broker—dealgrinvestment advisginvestment companyr  sion cannot be revoked without prior consent from the depart
underwritershall apportion its remaining net income to #tite ment. If a request to change an election has been approviae by

asfollows: departmentthe change becomesfegftive withthe first taxable
(a) For taxable years beginning after December 31, 2005, afghrending on or after approval by the department.
before January 1, 2007, apportionable income shalbppor 2. If the inclusion of gross receipts results in substantial dis

tioned using an apportionment fraction composed of a receigtation of the receipts factothe department mayrder or permit
factor undersub.(4) representing 60% of the fraction, a payrolthe substitution of net gaimet of commissions, from sales of trad
factorunder sub(5) representing 20% of the fraction, and a propging assets.
erty factor under sul{6) representing 20% of the fraction. (e) Investment companyeceipts. The numerator of the

(b) For taxable years beginning after December 31, 2006, aedeiptsfactor includeggross payments received on investment
before January 1, 2008, apportionable income shalbppor contractsssued bythe taxpayer and held by customers if the bill
tioned using an apportionment fraction composed of a receiptg) address of the customer is in this state. “Investment contract”
factor undersub.(4) representing 80% of the fraction, a payrolincludesany bonds, shares, coupons, certificates of membership,
factorunder sub(5) representing 10% of the fraction, and a propor other obligations or agreements issued byakpayer to return

erty factor under sul{6) representing 10% of the fraction. to the holders or owners money or anything of value at $otmes
(c) In any case in which the taxpayer masemployees nor date.
paysmanagement or service fees to a related ewtitin which (f) Gross eceipts fom underwriting servicesThenumerator

the department determines that employees are not a substamiidahe receipts factor includes gross receipts, including gross com
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missions,gross management fees, or gross underwriting fees,(c) “Property factor” means the property fraction computed
earnedin performing underwriting activities on behalf tife unders.71.04 (5)or 71.25 (7) Stats., and Sax 2.39

issuerof the securities if either of the following applies: (d) “Public utility” means any business entity that ovars
1. The issuer of the securities is not engaged in a trade er bagieratesany plant, equipment, properfyanchise, or licensfer
nessand the issués billing address is in this state. the production, transmission, sale, delivesyfurnishing of elec

2. Theissuer of the securities is engaged in a trade or businegisity, water or steam the rates of chyas for goods or services
theissuer of the securities maintains a regular place of businessfitvhich have been established or approved by a federal, state, or
this state, and the securities relate to that pesdasiness in this local government or governmental agency
state. If the securities relate to that persorégular place of busi e) “Sales factor” means the sales fraction computed under ss.

nessin more than one state, the receipts from the performance;afo4am)and(7) or 71.25 (6m)and(9), Stats., and Fax 2.39
the service are included in the numerator of the receipts factor ' '
(3) APPORTIONMENT FORMULA COMPUTATION.  For taxable

accordingto the portion of the service received in this state. If the

regularplace of business to which the securities relate cannotiarsPeginning after December 31, 2004, a pubtitty that is
determinedthe service is received in this state if the issuén@f engagedn business in and outside this state shall determine its net

securitiesjn the regular course of the issigebusinessprdered incomefor state franchise or income tax purposes as provided in
the service from an (ite in this state. If therdering ofice cannot thiS Section. Thepublic utility shall first deduct from its total net
be determined, the service is received in this state ifsheis  NCOMEits nonapportionable income, less related experiSes:
billing address is in this state. apportionabléncome shall be allocated as provided.if.25 (5)

(g) Other goss Eceipts or net gainsThe numerator of the (b), Stats. The public utility shall apportion its remaining net

receiptsfactor includes any other grossceipts or net gains as'ncometo this state as fOHOV\,’S' .
providedin s.Tax 2.49 (4) ~ (a) For taxable years beginning before January 1, 20jfr

(h) Receipts not taxedor taxable years beginning before-Jarfionable income shall be apportioned using an apportionment
uary 1, 2009, fifty percent of the taxpa\greceipts that a@ppor fraction obtained bytaking the arithmetical average of the sales
tioned under this section to a state which does not have jurisdicBftor: property factarand payroll factor
to impose an income tax or franchise tax measured by net incomgb) For taxable years beginning after December 31, 2005, and
on the taxpayer shall be includedtime numerator of the appor before January 1, 2007, apportionable income shallppor
tionmentfraction if the taxpayés commercial domicile is in this tionedusing an apportionment fracticomposed of the sales fac
state. With regard to receipts described in pé&a$to(f), this para tor representing 60% of the fraction, the property factor repre
graphdoes not apply to taxable years beginning on or after Jasenting20% of the fraction, and the payroll factor representing
ary 1, 2009. 20% of the fraction.

(5) PavroLL FACTOR. The payrol facta is the mtio of the btal (c) For taxable years beginning after December 31, 2006, and
compensatiopaid to employees locatel in tis date o the tal  before January 1, 2008, apportionable income shalbppor
compensatiorpaid to employeeslocatel everywhere deter- tionedusing an apportionment fracticomposed of the sales fac
minedin accordane with the provisions o ss. 71.04 (6) and  tor representing 80% of the fraction, the property factor represent
71.25(8), Stats, and s Tax 2.39 (5). “Compensatio paid to  ing 10% of thefraction, and the payroll factor representing 10%
employees”includes deductibk managemenbr service fees of the fraction.
paidto a elated entity directly or indirectly for the performance (d) Fortaxable years beginning after December 31, 2007,

of personéservices and the stus d the fees is in this gate if the : ; ; ; ;
servicesre performed in this gate The recipiert of the fees may ;pepnc;?rg&%br:ecrécnc:[)noes 235(‘)':( 'R\ee igﬁ)é)srt;gggdr using an appottion

notinclude the a)mpensatl_o mld tots employes with re_SpECt Note: Public utilities that are in combined groups must adjust the numerator and
to f[he personéservices in either the rumerate or denominator  denominatoof the sales factor as described ifiax 2.61 (7)
of its payro Il factor. Note: The provisions of STax 2.50first apply for taxable years beginning on Janu

(6) PROPERTYFACTOR. The property factor is determined in®Y % 2005. .
accordancenith the provisions of s<71.04 (5) and71.25 (7) (C)l'\lgiis.SectlonTax 2.50interprets ss71.04 (8) (b)and(c) and71.25 (10) (band

Stats.,and s-Tax 2.39 (4) History: Cr.Registey August, 1973, No. 212f. 9-1-73; am. (1)Register Feb
Note: The provisions of sTax 2.495first apply for taxable years beginning on ruary, 1990, No. 410efl. 3-1-90; eme. r. and recreff. 12-5-05,CR 05-1.7:r. and
Januaryl, 2006. recr Register June 2006 No. 6§@. 7-1-06;corrections in (1) and (3) (intro.) made

History: CR 04-031cr. Register June 2006 No. 6a#f. 7-1-06; corrections in unders. 13.92 (4) (b) 7, Stats.,Register April 2010 No. 652EmR0943 eff.
(1), (2) (d) and (3) (intro.) made unden8.92 (4) (b) 7.Stats.Register April 2010 12-31-0%ndCR 10-001am. (1) and (3) (intro.), renum. (2) (a) to (dpe(2) (b)
No. 652 EmR0943 eff. 12-31-09 ancCR 10-001am. (1), (3) (intro.), (4) (intro.) to (&), cr (2) (a)Register June 2010 No. G5if. 7-1-10.
and(h), cr (2) (em) and (3) (d), (3) (c), renum. (3}d) to be (3) (cRegister June
2010No. 654 eff. 7-1-10;CR 14-077 am. (4) (d) 1., cr (4) (d) 1m.Register May

2015No. 713 eff. 6-1-15. Tax 2.502 Apportionment of apportionable income
of interstate telecommunications companies. (1) Score.
Tax 2.50 Apportionment of apportionable income of A telecommunicationsompany that is engaged in business both

interstate public utilities. (1) Scope. A public utility thatis in and outside this stathall apportion its apportionable income
engagedn business both in and outside this state shall apportidProvided in this section, except if the telecommunications com
its apportionable income as provided in this section, except if taanyis in a combined group, itsig¢onsin share of the combined
public utility is in a combined groupts Wisconsin share of the group’s apportionable income is computed as provideds.in
combinedgroups apportionable income is computed as providefl-255(5), Stats., and further detailed infsix 2.61 (7) Nonap

in .71.255 (5) Stats., and further detailed infax 2.61 (7) Non-  portionableincome shall be allocated as provided i#%25(5)

apportionable income shall be allocated as provided7ih.85 (5) (b), Stats.
(b), Stats. Note: A telecommunications company that is a corporatiay be in a combined

. il ; - : f for taxable years beginning on or after January 1, 2009. $ae 3.61 (2Yor
Note: A public utility that is a corporation may be in a combined group for taxabf@ OUPTOr & ) - ? :
yearsbeginning on or after January 1, 2009. S@as.2.61 (2for a description of @ description of corporations required to use combined reporting.

corporationgequired to use combined reporting. (2) DeriNiTIONS. In this section:

(2) DerINITIONS. In this section: (a) “Cable television service” means cable service as defined

(a) “Engaged in business in and outside this state” has the samé7 USC 526) when provided over a cable system as defined
meaningas in sTax 2.39 (2) (b) in 47 USC 52%7).

(b) “Payroll factor” means the payroll fraction computed (am) “Engaged in business in and outside #i&e” has the
unders.71.04 (6)or 71.25 (8) Stats., and Sax 2.39 samemeaning as in §ax 2.39 (2) (b)
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Tax 2.502 WISCONSINADMINISTRATIVE CODE 38

(b) “Payroll factor” means the payroll fraction computed (b) Telecommunications services on call-by-call basgross

unders.71.04 (6)or 71.25 (8) 2001 Stats., and $ax 2.39 receiptsfrom the sale ofelecommunications services sold on an
(c) “Property factor” means the property fraction Compute:@dividual call-by—call basis are in this state if either of the follow
unders.71.04 (5)or 71.25 (7) 2001 Stats., and $ax 2.39 ing applies:

(d) “Telecommunicationgompany” means any person that 1. The call both originates and terminates in this state.
owns,operates, manages, or controls any plant or equipment used2. The call either originates or terminates in this state and the
to furnish telecommunications services and cable television sserviceaddress is located in this state.
vices within this state directly or indirectly to the public and (c) Postpaid callingservices, paid calling services, and
derivesat least 70% of its gross income for the current taxable ygagpaidwireless calling servicesGross receipts from the sale
from the provision of telecommunications servieesl cable tele postpaidcalling services, prepaid calling services, amepaid
vision services, excluding internet service and the resale of tel@irelesscalling services are in this state if the origination point of
communicationsy telecommunicationsellers as defined in s. the telecommunication signal, as first identified by the service
196.01(9), Stats. For purposes of the 70% test, gross income dpgsviders telecommunication systeor, if the system used to
not include interest, dividends, rents, royalties, capital gains @ansporttelecommunication signals is not the séfieas identi

ordinary gains from asset dispositions, other than in the nornf@d by information received by theeller from its service pro
courseof business. “@lecommunications company” does notjider, is located in this state.

includeinternet service providers. o ) (d) Private communication servicesThe following gross
(e) The following terms have the same definitionprmvided  receiptsfrom thesale of private communication services are in

in $s.77.51and77.522 (4) (a)Stats.: this state:
1. “Ancillary services” (s77.51 (1ba)Stats.). 1. Any separate chge attributable to austomer channel ter
2. “Call-by-call basis” (s77.522 (4) (a) 2.Stats.). minationpoint located within this state.
3. “Communications channel” (87.522 (4) (a) 3.Stats.). 2. If all customer channel termination points are located
4. “Customer” (s77.522 (4) (a) 4.Stats.). entirelyin this state, thg gross receipts attributable to those cus
5. “Customer channel termination point” {9.522 (4) (a) 5. tomerchannel termination points. _

Stats.). 3. Fifty percent of the gross receipts attributablsggments
6. “Home service provider” (§7.522 (4) (a) 7.Stats.). of a channel between two customer channel termination points

locatedin different states, if one of those customer channel ter

7. “Interstatetelecommunications services” (&7.51 (5n) minationpoints is located in this state

Stats.).
“ o S 4. If the segments araot chaged separatelythe gross
Stati') Intrastate telecommunications services”{8.51 (5) receiptsattributable to segments of a communications channel
v . L . that is located in this state and in more than one other state or
9. “Mobile telecommunications service” (&7.522 (4) (&) 8. equivalent jurisdiction, computed based on a percerdate
Stats.). ) mined by dividing thenumber of customer channel termination
10. “Place of primary use” (§.7.522 (4) (a) 9.Stats.). pointsin this state by the total number of customer channel ter
11. “Postpaid calling service” (37.522 (4) (a) 10.Stats.). minationpoints in all jurisdictions where segments of the commu
12. “Prepaid calling service” (87.51 (10d) Stats.). nicationschannel are located.
13. “Prepaid wireless calling service” &7.51 (10f) Stats.). (e) Ancillary services.Gross receipts from the sale of ancillary

14. “Private communication service” (87.51 (10s)Stats.). servicesare in this state if the custon®place of primary use is

15. "Service address” (3.7.51 (17m) Stats.). " t(rf])ISCS;?:i%r network access and sales fesale. The following
16. “Telecommunications services” (&.51 (21n) Stats.). grossreceipts from carrier network access and from the sale of
(3) APPORTIONMENT FORMULA COMPUTATION.  For taxable  t{elecommunicationservices for resale are in this state:

yearsbeginning after December 33004, a telecommunications 1. Grossreceipts from access fees attributable to intrastate

companythat is engaged in business in and outside thisstate . : et . ;
determineits net income for statanchise or income tax pur E!gcstt)g?énunlcatlonsemce that both originates and terminates in

posesas provided in this section. The telecommunications co 5 Wh bdi. d £ th
panyshall first deduct from its total net income its nonapportion < ere subdl. does not apply50 percent of thgross
able income, less related expenses. Nonapportionable incofeeiptsfrom access fees attributable to interstate telecommunica
shallbe alloéated as provided in7st.25 (5) (b) Stats. The tele tionsservice if thanterstate call either originates or terminates in
communicationscompany shall apportion its remainimet his State. _ _ _

incometo thisstate using an apportionment fraction obtained by 3. Gross receipts from interstate end user access lingeshar
takingthe arithmetical average of the property fagpayroll fac  includingthe surchaye approved by the federal communications
tor, and sales factorThe sales factor is determined as prescribé@mmissiorand levied pursuant #®7 CFR 69if the customés

in subs(4) and(5), as applicable. serviceaddress is in this state.

(4) SALESFACTORFORTAXABLE YEARSBEGINNING BEFOREJAN- 4. Gross receipts from sales of telecommunicatgzngices
UARY 1,2009. For taxable yearseginning before January 1, 20090 other telecommunication serviggoviders for resale if the
the sales factor is the sales factor as would be determinger reseller’ssale to the customer would be sourced to this stater
s.71.25 (9) 2001 Stats. the rules of this subsection, provided the information is readily

(5) SALESFACTORFORTAXABLE YEARSBEGINNING ON ORAFTER availableto make that determination. If the information is not
JANUARY 1,2009. For taxable years beginning onafter January readily available, the taxpayer must use a reasonable and-consis
1, 2009, the salefactor is determined as provided iv$.25 (9) tentmethod to determine the amounfitgross receipts from sales
Stats. as efective for the current taxable yeaFor purposes of [Of resale that are derived fromistonsin, based on the informa
computingthe numerator of telecommunications compasy’ 10N that is available. _
salesfactor under this subsection, the following rules apply: (9) Other sales.Sales other than thoslescribedn pars.(a)

(a) General. Except as provided otherwise in ) to (f) to(f) are inthis state if so determined under .25 (9) Stats., and
grossreceipts fromthe sale of a telecommunications service ot TaX,2'39 - . ) ) .
mobile telecommunications service are in this state if the custo Note: Telecommunications companies that are in combined groups must adjust

; X e 8 fRe numeratornd denominator of each of their apportionment factors and then con
er's place of primary use of the service is in this state. vert the arithmetical average of these factors to the modified sales faheomodi
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39 DEPARTMENT OF REVENUE Tax 2.60

fied sales factor then determines the compaiisconsin sharef the combined  jncome,advertising income, and other similar income is assigned
group'sapportionable incomeSee s71.255 (5) Stats., and Sax 2.61 (7for detalls. 44 tha numerator if the activity is conducted withiisénsin
Note: The provisions of sTax 2.502first apply for taxable years beginning on :
Januaryl, 2005. (d) Player contracts, franchises, and similar sces. Income
Note: SectionTax 2.502nterprets ss71.04 (8) (bjand(c) and71.25 (10) (bend  from player contract transactiorfsanchise fees, and other similar

(c), Stats. ;
History: Emeq. ct, ef. 12-5-05;CR 05-17. cr. RegisterJune2006 No. 606 sourcesshall be exc'!"ded from the numerator and the denemina

eff. 7-1-06; corrections in (1) and (3) (intro.) madweler s13.92 (4) (b) 7.Stats., tor of the sales fraction.

RegisterApril 2010 No. 652EmR0943 eff. 12-31-09 an€R 10-001iam. (1) and Note: Professional sports clubs that arecombined groups must adjust the

(3), ct (2) (am), (e), (4) and (5), (2) (d) and (f), renum. (2) (e) to be (2) (d) and am.numeratorand denominator of the sales factor as describedlBx2.61 (7)

RegisterJune 2010 No. 654f. 7-1-10; correction in (5) (f) 3. made undet.3.92 Note: The provisions of sTax 2.505first apply for taxable years beginning on

(4) (b) 4, Stats.Register June 2010 No. 654 Januaryl, 2005.
Note: SectionTax 2.505nterprets s71.25 (6) Stats.
i i i History: Cr. Register December1980, No. 300eff. 1-1-81; am. (1) td3)
f Tax 2.505 A}ppo_monlment oflapportlonable Incomeh (intro.), (c) and (d),RegisterJuly, 1989, No. 403eff. 8-1-89;emeqg. am. (title),
of interstate professional sports clubs. (1) Score. The  (intro)'to (3) (intro.)and (d) (title), & 10-12-07CR 07-091am. (title), (intro.) {0

apportionableincome of professional sports clubs engaged (3) (intro.) and (d) (title)RegisterMarch 2008 No. 627eff. 4-1-08;EmR0943
businessn and outside Vconsin duringhe year shall be appor $0E5; . (R, e, () 6,) 16 (510 (6@ ef 12,38 D9CR
tionedto Wisconsin using the apportionment fraction described {g june 2010 No. 65&f. 7-1-10; correction to (1) (title) made undel.3.92 (4)
s.71.25 (6) Stats., and the apportionment formula computatidgb) 2, Stats.Register June 2010 No. 654

describedn s.71.25 (6m) Stats., if applicable, except if the pro

fessionalsports club isn a combined group, its Mtonsin share  Tax 2.60 Definitions relating to combined reporting.

of the combined group’apportionable income is computed agl) PurPose This section provides definitions applicable to ss.
providedin s.71.255 (5) Stats., and further detailed infax2.61 Tax 2.61,2.62 2.63 2.64,2.65 2.66, and2.67, which interpret the
(7). The propertypayroll, and sales factors described idls25 combinedreporting provisions of §.1.255 Stats.

(6) and(6m), Stats., shall be determined described in this sec  (2) Derinmions. (@) “Combined group” has the meaning

tion. ) ) ] , ) givenin s.71.255 (1) (a)Stats. The following subdivisions clar
Note: A professional sports club that is a corporation may be in a combined grqw this meaning:

for taxable years beginning on or after January 1, 2009. Jes 8.61 (2)for a ) . Lo .

descriptionof corporations required to use combined reporting. 1. If a group of corporations satisfies all three conditions

(2) DerNITION. In this section, “engaged in business in andescribedn s.Tax 2.61 (2) (a)it is considered a combined group
outsidethis state” has the same meaning as Ta%.2.39 (2) (n) evenif the group isnot eligible to apportion its income because

(3) PROPERTY FACTOR. The property factor is a fraction as@ll corporations in the group do business solely isdahsin.
definedin s.71.25 (7) Stats. Owned or rented real and tangible 2. A combined group remains in existence for as lorgvas
personaproperty shall be included in the factor as providesi in or more corporations meet all three conditions describedTaxs.
71.25(7), Stats., and Sax 2.39 (4) Minor equipment, such as 2.61(2) (a)with regard to the same unitary business. The mere
uniforms, and playing and practice equipment, need not elditionof newmembers or departure of existing members does

includedin the factor not create a new combined group.
b Ngie:zggs property factor does not apply to taxable ykaginning after Decem 3. Any commonly controlled group that has madmatrolled
er3l, .

groupelection is a combined group, and each member of a com

_ (4) PavRoLL FACTOR. The payroll factor is a fraction dgfined o)y controlled group that has made the controlled group elec
in s.71.25 (8) Stats. Compensation shall be reporteprasided 5 is a combined group member

in s.71.25(8), Stats., and Faax 2.39 (5) Bonuses and payments

shall be included in the payroll factor onporated basis in S - -
accordancewith internal revenue service ruling 71-137, Cun@lY Part of the corporatios’netincome or loss is subject to com
Bull., 1971-1. Compensation paid for optioned players’mall ination and therefore required to be included in a combined
includedin the factor only if paid directly to the player by the-tax'€POrL.Or any member of a commonly controlled grdugt is sub
payer. jectto a contr.olled group election. _ . .

Note: The payroll factor does not apply to taxable years beginning after December (C) “Combined report” has the meaning given iis255 (1)
31,2007. (b), Stats. A combineteport is considered a return filed pursuant
(5) SALEsFACTOR. The sales factor is a fraction as defined it ss.71.24 (1)or (1m) or 71.44 (1)or (1m), Stats., as applicable,
s.71.25 (9) Stats. Sales shall be included in the factacicord by each corporation included in the combined report. For this rea
ancewith s.71.25 (9) Stats., sTax 2.39 (6)and the following son,the term “combined return” issed throughout the rules of

rules: this chapter to refer to a combined report.

(a) Gate eceipts. Gate receipts includall receipts from (d) “Combined return” has the sameeaning as “combined
gamesplayed at the taxpayesr home facility plus any gate report” as explained in pafc). In general, a combined return
receiptsreceivedfrom games played away from the taxpager includesthe computation of combined unitary income, the appor
homefacility. The numerator of the sales fraction for taxpayet®nmentof the income to each combined group merrdeeappli
whosehome facility is in Visconsin shall include all gate receiptscable,any separate entity items, loss carryforwards, and credits of
from games played in its home facilitfhe numerator of the saleseachcombined group membheand the net tax and economic
fraction for taxpayers whose home facility is outsidés®dnsin  developmensurchage liability of each combined group member
shallinclude the percentage gate receipts received from gamedo be considered complete, a combined return shall contain all the
playedin Wisconsin. itemsrequired in sTax 2.67 (2) (c)

(b) Radio and televisiorreceipts. Radio and television  (e) “Combined unitary income” means the combined gup’
receiptsreceived bythe taxpayer as its proportionate share frometincome or loss attributable the unitary business which is
a leagueor association contract with the major communicatiorsubjectto combination under §1.255 Stats., before apportion
networksare in Wsconsin in proportion to the number of gamesent and net business loss carryforwards. Combineitary
playedin Wisconsin to total games played twe taxpayer covered incomeexcludes anamounts that are not subject to combination
by the contract during the season. Lotskvision and radio becausef the watels edge rules.
receiptsare in Wsconsin if the games are played ifs@nsin. () “Controlled group election” means an election to include

(c) Concession income and miscellaneous inco@ences everymember othe commonly controlled group in the combined
sionincome is assigned to the numerdtdine concession is oper groupasprovided by s71.255 (2m) Stats., and further described
ated within Wsconsin. Miscellaneous income suctpaskinglot in s.Tax 2.63

(b) “Combined group member” means a corporation for which
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(g) “Corporation”includes corporations, publicly traded part 1. The corporation is a member of a “commonly controlled
nershipstreated as corporations in sectiorO4 of the Internal group”as defined in §1.255 (1) (c)Stats. See suf8) for rules
RevenueCode, limited liability corporations treated as corporahatapply to identifying @ommonly controlled group of corpera
tions underthe Internal Revenue Code, joint stock companiespns.
associationscommon law trusts and all other entities treated as 2. The corporation is engagéal a “unitary business,” as

corporationsunder sectior7701 of the Internal Revenue Code,definedin s.71.255(1) (n) Stats., with one or more other corpora
unlessthe context requires otherwise in this chapténa@h.71, tionsin its commonly controlled group, dhe commonly con
Stats. trolled group makes a controlled group electi®ee sTax 2.62

(h) “Designated agent” means the corporation in the combinfst rules to determine whether corporatians engaged in a uni
group responsible for actingn behalf of the group for matterstary business. See®ax 2.63for rules pertainingo the controlled
relatingto the combined return, as further described Tas.2.65 groupelection.

(i) “Income” and “net incomeinclude net losses, unless the 3. The corporatiofas unitary business income that is subject
contextrequires otherwise. to combination under the watsredge rules described in s(#).

() “Intercompany transaction” means a transaction between(b) Effectof contolled group election.If a controlled group
two members of the same combined group. election applies as indicated in p@) 2, all corporations irthe

(k) “Internal Revenue Code” has the meaning given in sgommonlycontrolled group are deemedtte engaged in the same
71.22(4) and(4m) and71.42 (2) Stats., as applicable. unitary business, and all of their net income or Ios_sammbrthn

(L) “Nonincludable corporation” means a corporation that i entfactors are deemed be derived from that unitary business.
notrequired to use combined reporting even if it satisfies all thrg‘ﬁgeneral, this means that if the controligdup election applies,
conditionsdescribed in sTax 2.61 (2) (a) A nonincludable cer @l members of the commonly controlled group are included in a
porationcannot be a combined group member even if the ponffPMPinedreport. Howeverdespite this election, a corporation
cludablecorporation is a membef a commonly controlled group MY be required to exclude some or all of its net income, loss, and
which has made the controlled group election. apportionmentactors from the unitary combinatidrso required

underthe waters edge rules described in s).

(Lm) “Pre-2009 net business loss carryforward” has the ) .
meaninggiven to “pre—200et business loss carry-forward” in __ (€) Corporations teated as pass—tbugh entities.Exceptas.
s.71.255 (6) (bm) 1.Stats. prqyldedln par (f), corpor,a.tlons that are included in the definition
(m) “Separate entity itentheans a combined group meniber of pass—through entity” in §/1.255 _(1)(m), Stats., including

P group tax—optioncorporations, real estate investment trusts, regulated

item of net income or loss or apportionment factor amount whigf}, e symentompanies, real estate mortgage investment conduits,
is not subject to combination but instead must be accounted for. financial asset securitization investment trustsparenclud

a separate entity basis. Separate entity items may include thgﬁ%corporations.Howeverto the extent the net income or loss

listedin s.Tax 2.61 (5) (bJo(g). Net business loss carryforwardsof these corporations is includedtire net income of, or distrib

may be separate _entity items if they are non—-sharable loss Ca'iﬁ’edto, a combined group membeie nefncome or [0ss is sub
forwards as provided in $ax 2.61 (9) . o jectto combination to the extent derived from the unitarginess

(n) “State” means a state of the United Statfes District of and otherwise subject to combination under the veateigerules
Columbia,the commonwealth of Puerto Rico,any territory or - describedn sub.(4). Theprovisions of s71.255 (1) (m)Stats.,
possessiowlf the United States. do not afect the taxation of tax—option corporations, real estate

(o) “Unitary business income” means the net income or logs/estmenttrusts, regulated investment companies, real estate
derived from the unitary business, whether or not the incomemortgageinvestment conduits, or financial asseturitization
lossis subject to combination. “Unitary business” is explaineisivestmenttrusts, other than to exclude them from combined

furtherin s.Tax 2.62 reportingexcept where their inclusion is required under (ar

(p) “Unitary combination” means the computationcafm (d) Tax exempbrganizations. A corporation that is exempt
binedunitary income and of each memiseshare of the combined from income andranchise taxes under §4..26 (1)or 71.45 (1)
unitary income. Stats.,is a nonincludable corporation except to the extent it has

(q) “Water’s edge rules” means theles provided under $ax  unrelatedbusinessaxable income as defined in sectid? of the
2.61(4) under which some or all ofarporations items attributa  Internal Revenue Code. The net unrelated business taxable
ble to a unitary business are not subject to combination becaifs¢ome,and any corresponding apportionment factors are subject
of the degree of the corporatisnactivity outside the United to combinatiorto the extent the net income or loss is derived from
States. the unitary business and is otherwise subjectombination under

Note: SectionTax 2.60interprets s71.255 Stats. thewaters edge rules described in s(b).
History: EmR1001 emeg. cr. eff. 1-15-10,CR 09-064cr. Register April 2010 i o ; H : ~
No. 652 f. 5-1-10:CR 12-006 or. (2) (Lm) Register July 2012 No. 67@f. (e) Disregaded entities.An entity that is disregarded as a-sep
8-1-12'CR 12-01: am. 2.60 (2) (dRegister July 2012 No. 676f. 8-1-12. arateentity for federal income tax purposes under seatidi of
the Internal Revenue Cods considered a branch or division of
Tax 2.61 Combined reporting. (1) ScoPe Section its owner for Wsconsin income and franchise tax purposes. A

71.255 Stats., generally requires corporations that are commofrPoration shall include theetincome or loss and apportion
controlledand engaged in a unitabyisiness to compute their netmentfactors of any disregarded entity of which it is an owner in
incomeon a combinedbasis. This section explains when eomthe combined report to the extent they wouldibeluded if the
binedreporting is required and how to compute a corporatioet  COrporationitself earned the income. The waseedge rules
incomeand tax liabilityunder combined reporting. Subsectiongescribedn sub.(4) do not apply talisregarded entities except
(2) to (4) describe who must use combined reporting and whggofaras the rules apply to the owner of the disregarded entity
incomeis subject to combination. Subsecti@B}sto (9) explain (f) Other povisions that may applyNothing in ssTax 2.60
how to compute the taxable income af@mbined group member to 2.67 is intended or shoultbe construed as a waiver of the
including net business loss carryforwards. Subsedti®pro-  department'suthorityunder s71.255 (2) (f) Stats., or any other
videsrules relating to credits and credit carryforwards. authoritygranted to the departmdy law Sectiori71.255 (2) (f)

(2) CORPORATIONSREQUIREDTO USECOMBINEDREPORTING (a)  Stats.provides the following:
General. A corporationis required to use combined reporting if 1. The department may require that a combined répdtide
it satisfies each of the following three conditions: theitems of any person or entity who is not otherwise a combined
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group member but who is a member of theitary business, in only in a specified manngor that shareholders owning stock -hav
orderto reflect proper apportionment of income of the entire uning 50 percent or less of the total combined voting power will
tary business. exercisevoting power normally possessleg a majority of stock
2. If the reported income or los$ a combined group memberholders, the department may presume that the nominal ownership
engagedn a unitary business with a person or entity whods of the voting power is not determinative of which shareholders
otherwisea combined groumember represents an avoidance dtctually hold the voting power and may disregard the nominal
evasionof tax by either partythe department may require all orownership. This presumption may be rebutted by the taxpayer
any part ofthe income or loss and apportionment factors of either 4. If a shareholder owns shares of stock of a corporation
party to beincluded in or excluded from a combined report, awhich hasanother class of stock outstanding, the voting power of
may require the use of a &fent apportionment factor or factors.thatother class of stock will be deemed owned by any pesson
(3) CoMMONLY CONTROLLEDGROUR In generals.71.255 (1) personson whose behalf it is exercised if the facts indicate that the
(c), Stats., provides that a commonly controlled group exists $hareholdersf that other class of stock do not exercise their vot
casesvherethere is common ownership or control of stock repréng rights independentlgr fail to exercise their voting rights. If
sentingmore than 50 percent of the voting power of the corporte voting power in that other class of stock is not exercised and
tionsin the group. The corporations in a commonly controllgde percentage of voting powef that class of stock is substan
groupshall be determined as provided i7$.255 (1) (c)Stats., tially greater tharits proportionate share of the corporate earn
which is further explained in the following paragraphs: ings, the department may presume that the principal purpbse
(a) Stock attribution rules.For purposes of §1.255 (1)(c) thearrangement was avoid the inclusion of ¢beporation in the
1.and2., Stats., a shareholder is considered to have indirect ovg@mmonlycontrolledgroup and may disregard the voting power
ership of stock or indirectly own stock if the shareholder ha@f the class of stock that was not exercised. This presunmpéipn
constructiveownership of the stock by operation of sectidig  berebutted by the taxpayer
of the Internal Revenue Code, except as provided in slibaisd (4) WaTer's EDGE. This subsection describes how a cerpo
2. rationthat is otherwise a combined group member rdetrmine
Example: Corporation A owns stock representing 4@%the voting power of andreport itemsthat are not S}]bjGCt to Combinat.ion due to the
Corporatiogoiz %ﬁhhea\sl 05“?1% Irg\t,evr:rsg ifnCF(’)?nggtSiQLD é?- E;F’agn:rrzﬂli)pﬁgj%\évrr&%tg?k regxtentof the corporatiors activities outside the United States, as
{ﬁﬁr?ttg:% Revenue Coge‘,) Corporatior?A constrﬁctigelg owns stock representméow.dedm 5'71'25.5. @) Stat'.s' In general., the corporatl_on must
55% (= 40% + (50% X 30%)) of the voting power of Corporation B. consider whether it is a foreign corporation or domestic corpora
1. In applying sectiorB18a)(2) of the InternaRevenue tion, whether itqualifies as an “80/20 corporation,” and whether
Code,if a partnership, estate, trust, or corporation owns, direcilg income is from foreign sources or U.S. sources. fgl@ving
or indirectly, more tharb0 percent of an entitit shall be consid  rulesapply:
eredto own all of the stock asther ownership or control interests  (a) Qualifying as a “forign corporation”. For purposes dhe
ownedby that entity water’s edgerules in pars(d) and(e), a “foreign corporation”
Example: Corporation D owns stock representing 16%4he voting power of Meansany corporation that is natcorporated, @anized, or

CorporationE and has @5% interest in Partnership Partnership F owns stock rep createdn the United States or under the laws of the United States
resentingd5% of the voting power of Corporation E. Corporation D is considere e :

to constructively own stock representing 55% (= 10% + 45%) of the voting power®f any state. For pu_rposeﬁdetermln_lng whether a corporation
CorporationE. This is because Corporation D owns more than 50% of Partnersigpa foreign corporation or a domestic corporattbefollowing

F and is therefore considered to own all of the Corporation E stock owned by-Partpgijes apply'

shipF. i

2. If a person has an optionacquire stock or other owner 1. If, for federal purposes, a corporation is treated as created
shipinterests in an entitghe stock or ownershipterests are not OF 0@anized under the laws of both teS. and a foreign jurisdic
considerecowned by the person unless the department determii@g it is & domestic corporation.
it to be necessary to prevent tax avoidance. 2. A foreign corporation thadomesticates and is treated by

(b) Common owner or owner&-he common owner or owners2 state a®mganized under the laws of that state is a domestic cor
neednotbe combined group members, and the common owner§tration.
ownersmay be persons other than corporations. 3. Ifan entity is oganized in a foreign country and is recog

(c) Multiple unitary businesses.A commonly controlled nizedin that country as a corporation, but the ergigivner elects
groupmay beengaged in one or more unitary businesses. Thel@ reatthat entity as a branch for U.S. taxation purposes or the
fore, a commonly controlled groumay contain more than one€ntity is a disregarded entjthe entity shall be treated as a branch
combinedgroup. of its owner .

(d) Voting power 1. A shareholder has ownership or control (b) Qualifying as an “80/20 corporation™.1. For purposes of
of stock representing more th&@ percent of the voting power of the water's edge rules in pargd) and(e), a corporation is an
acorporation only if the shareholder has ownership or control §0/20 corporation’if 80 percent or more of its worldwide gross
morethan 50 percent ahe total combined voting power of allincome during the testing period iactive foreign business

classef stock of the corporation entitled to vote. income”as defined in sectioB61(c)(1)(B) of the Internal Reve
2. A groupof two or more corporations need not be eonfit€Code. _
monly owned to be commonly controlledAs provided in s. 2. The testing period for purposes of subds the testedor

71.255(1) (c) 3, Stats., a group of corporations may be a-conforation’staxable year that would be included in the combined
monly controlled group if stockepresenting more than 50 percengroup’staxable yearas determined by 81.255 (8) Stats. Ifthe

of the voting power in each corporation arerests that cannot testedcorporation was not otherwise eligible to be a combined
be separately transferred. df group of 2 or more corporationsgroupmember forany part of that taxable year (for example, the
would be considered stapletitiesunder sectior269B of the corporationdid not satisfy the conditions in sut2) (a) 1.or2),
InternalRevenue Code and the regulations that interpret it; withe testing period is the portion of that taxable yiearhich the
outregard to whether the corporations are foreign or domestic, fifgporation was otherwise eligible to be a member
corporationsshall be considerepart of a commonly controlled 3. An 80/20 corporation may be either a foreign corporation
group. or a domestic corporation.

3. The mereownership of stock entitled to vote does not by 4. For purposes of this paragraph, a corporatiantivefor-
itself mean that the shareholder ownihg stock has the voting eign businessicome includes gross income attributed from-sub
powerof the stock. If there is any agreement, whether expresssatiary corporations as provideid section861(c)(1)(B) of the
implied, that any shareholder will not vote its stock or will vote internalRevenue Code, but only to the extent the gross income of
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the subsidiary corporations is derived from the combined gsoup’ 1. Interestincome or income generated from intangible prop
unitary business. erty, whether or not the incomedterived from persons or entities

5. A disregarded entity'active foreign business income andelatedto the consolidated foreign operating corporation. Income
worldwide gross income shall be combined with those of igeneratedrom intangible property includes income related to the
ownerfor purposes of applying the test in subd. direct or indirect acquisitionuse, mamtenance.,‘ mana}geme.nt,

(c) Foreign souce income.1. For purposes of the wateiedge ©OWnershipsale, exchange, or any other disposition of intangible
rulesin pars.(d) and(e), income is foreign source income if it isPrOPerty; income from factoring transactions or discounting
from sources without the United States as provided in sedfiins transactionsyoyalty, patent, technical, and copyright fees; and
through865 of the Internal Revenue Code, excaptprovided in licénsingfees. For purposes of thsebdivision, “intangible prop
subd.2. “United States” has the sameeaning as in sectiogg1 ©€rty” has the meaning given in&l.22 (3h) Stats. _
through865 of the Internal Revenue Code. 2. Income derlv_ed from interestxpenses or |nt_ang|ble

2. For a foreign corporation, foreign source income dmts €XPenseshat were paid, accrued, or incurred by combined group
includeincome that is subjeto United States taxation becausdne€mberso or for the benefit of the consolidated foreign operating

it is efectively connected with the conduct of a tradéasiness Corporation; to the extent those amounts were not already
within the United States under sectid@®l through865 of the |ncludedupder subdL. Fo_r purposes of this subdivision, “interest
Internal Revenue Code, even if the incoriseotherwise from €XPenseshas the meaning given in 81.22 (3m) Stats., and
sources without the United States. Howevhis subdivision Intangible expenseshasthe meaning given in §1.22 (3g)
shallbe disregarded in applying the test under (arl. Stats. o ) ) ]

3. All income that is not foreign source income is $@&irce 3. Dividend income received from a real estate investment
income. trustthat is not a qualified real estate investment trust as defined

(d) Waters edge rules for domestic corporatioris. A domes ns. 71'22. (9ad)Stats. .
tic corporation that is not an 80/20 corporation shall include in the 4: Gains or losses derived from the sale or lease of reakor
unitary combination all neincome or loss from the unitary busi SOnalproperty located in the United States. )
nessregardless of whether it is foreign source income or U.S. 5. Expenses or deductions related to the income, gains, and
sourceincome, and any apportionment factors related to that hegsesdescribed in subds. to4., determined in the manner pro
income or loss. videdin sub.(6) (h).

2. A domestic corporation that is an 80/20 corporation is a (9) Applicability of federal teaties. If a corporatiors income
consolidatedforeign operating corporation. A consolidated foris not included in gross income for federal income tax purposes
eign operating corporation shall incluifethe unitary combina underthe provisions of a federal treatiye income is not included
tion its net income or loss from the unitary business to the extémgross income for Wconsin purposes and shatit be included
it is both U.S. source income and is income described?ih255 in combined unitary income.

(2) (d), Stats., and any apportionmdattors related to that net (h) Taxation of income not subject to combination under
incomeor loss. The consolidated foreign operatiogporation water'sedge. Any income, expenseand apportionment factors
may not include in the unitary combination any foreign sourdéatare excluded from the unitary combination under [§ejsnd
income,income not described in&L.255 (2) (d)Stats., expenses (e) shall be taken into account by the separate corporation that
or deductiongelated to the excluded income as provided in subarnedhe income. The followingules apply to determining and

(6) (h), or apportionment factors related to the excluded inconreportingWisconsin netncome or loss not subject to combination
However,the excluded income masill be taxable as describedunderthe waters edge rules:

in par (h). The income described in'&1.255 (2)(d), Stats., is 1. The net income or loss presumed to be from a unitary
explainedfurther in par(f). businessand therefore apportionable.
(e) Waters edge rules for feign corporations.1. A foreign 2. The corporatiors nexus depends on whether the corpora

corporationthat is not an 80/20 corporation shall include in thgon is a “combinedyroup member” as defined inEax 2.60 (2)
unitary combinationits net income or loss from the unitary busi(b). If the corporation is a combined group membteg provi
nessto the extent it is U.Source income, and any apportionmengionsof subd3. apply If the corporation is not a combined group
factorsrelated to that net income or loss. The corporation may maeémberthe provisions of subek. apply
include in the unitary combination any foreign souineome, 3. Under s71.255 (5) (a)Stats., aorporation that is a com
expenses or deductions related to the excluded in@®PeED>-  hinedgroup member is doing businesstiis state if any member
vided in sub. (6) (h), or apportionment factors related to they the combined group is doing business in this state relating to the
excludedincome. Howevertthis foreign source income may still ynjtary business. If the corporation is a combined group member
betaxable as described in pér). becausef the controlled group election, that corporation is doing
2. Except as provided in sull, a foreign corporation that businessn this state if any member of the combined group is
is an 80/20 corporation may not include any income, expensesdelng business in this state. In either case, an apportioned share
apportionmenffactors in the unitary combinatiobut may still  of the corporatiors net income oloss that is not subject to com
havetaxable income as described in.[ghJ. binationunder the watés edge rules may haxed by Visconsin.
3. A foreign corporation that is an 80/20 corporation buiDoing business in this state” is defined i$.22 (1r) Stats.and
electsto be included in a federal consolidated return for the tafurther explained in sTax 2.82
ableyear shall be treated as if itislomestic corporation, in which 4. If the corporation is not a combined group member
casethe rules of pa(d) 2.apply tothe corporation. This subdivi 71.255(5) (a) Stats., does not applynstead, the corporation is
sionapplies regardless of whether the combined group has ma@déngbusiness in this state if, when considered separate entjty
the controlled group election. it is “doing business in this state” as defined ifls22 (1r) Stats.,

(f) Includableincomeof consolidatedoreign operating cor ~andfurther explained in sTax 2.82 For example, and without
porations. The net income that a consolidated foreign operatifignitation, the corporation may have nexus in this state if any
corporationshall include in a unitary combination, as describedgentof the corporation, including member of the combined
in par (d) 2, includes the items described in subidgo 5. to the ~ group,acts on the corporatianbehalf in this state in a manner that
extentthe incomes U.S. source income and from the unitary-buswould create nexus under74..22 (1r) Stats., sTax 2.82 or othe¥
nessregardless of whether earned or incurred directly by that c®fS€.
porationor by a pass—through entity in whittke corporation has 5. The provisions of s§.1.26 (2) (a) 7and71.45 (2) (a) 16.
aninterest: Stats.,requiring an addition modificatiofor interest expenses,
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rent expenses, intangible expenses, and management fees pa@gethan one combined group,\ivhich case sTax 2.67 (2) (d)
accruedpr incurred to a related entitgpply to any amounts not 4. applies.
subject to combination which were paid, accrued, or incurred by (5) An apportioned share of the unitary business income not
the corporation to any related entigven if the related entity was gypjectto combination under the wateredge rules of subt), or
acombined group member in the case of a combinggoup where all members are doing busi

6. Thenumerator and denominator of the apportionment ratiesssolely within Wsconsin, its total unitary business income not
shallinclude onlythat corporatiors apportionment factors attsib subjectto combination under the wateredge rules of suly).

utableto unitary business income that is not subject to combina ¢y anp apportioned share of income from a distinct business
tion. Intercompany transactions may not be eliminated from the i, conducted within and outside this state wholly by the
apportionmentfactors unless the department determittese oo

transactioniave no economisubstance as determined under the L . . -

provisionsof s5.71.30 (2m)or 71.80 (1m) Stats., as applicable, ('d)l Its rllrjcorr]r_le from ahd;lstlgcbl;]smess SC“V'W conducted
or if the department determines that those transactions have€Agrely within this state wholly by the member

businespurpose other than tax avoidance. If the corporation is (e) Its nonbusiness income or loss allocable to this state.
acombined group memhet must applythe provisions of sulf7) (f) Its income realized from the purchase and subsequent sale
(c) in computing the amount of throwback safedudable in the  or redemption of lottery prizes, if the winning tickets were erigi
numerator. nally bought in this state.

7. Income separately apportioned as described in this para gy To the extent not included in combined unitérgome

graph may be reported on a designated line of the combingfljerpar (a), any income, loss, or deduction allocated or appor
return,supported by a department—prescribed schedule, instea&&? pa (a), any f . anp

reportingthat income on a separate return. This separately-appgy,,

Tax 2.67 (2) (d)for filing requirements relating to separate entity|et capital loss carryovermay be used to fsfet the taxable

items.

Examples: 1) A, B, and C ae @rporatiors in a @mmonjy controlled group and
engagedn a witary business All of the incone d the wrporationgs cerived from
theunitary businessA and B ae incorporate in Delaware C is incorporate in
France.The incorme d A and B is cerived exclusively from U.S. sources Ninety
percentof C's worldwide goss incone is ective foreign busines income The
remainirg 10% of C’'s worldwide goss incone is U.S. source income,some of
which has stus in Wisconsin C tes ayens ating on its kehaf in Wisconsin which
creak rexusbecauséheir activities exceal the protection of PL. 86-272 Snce C
is a foreign 80/20 corporation none d its ret income expensesor apportionment
factorsmay be includel in the witary combination Thus Cis rot a @mbinel goup
member.

However,Cis sibjed to tax on an @portionel hare d its worldwide retincome,
to the extert the incone is rot exempt by federatreaty In determinirg the gopor-
tionedshare the rumerate and denominate of C's gportionmenfactos ae its
numeratorand denominato computedfor C on a £paraé entity basis Snce C b
nota mmbinel group member it cannd conside the ectivities o A or B when it
computests throwbad sales for purpose d the rumerator C s required to report
thisincore o Wisconsh & a gparag¢ entity item.

2) Combineal Group DE wonsiss d Membe D and Membe E. Both D and E ae
Delawarecorporations All of the income o D and E is derivedfrom the wnitary
business.All of D's incone is from sources within the U.S. However 85% of E's
worldwide gross incone is active foreign busines income making E a @mestic
80/20corporation E has pbtd of $150,0® o incone from the wnitary businessnet
of expenses Of this anount $100,0® is cerived from intangibe propery and
$50,000is ckrived from service fees D and E nugtinclude in the wnitary combina-
tion dl of D's income expensesand goportionmenfactors axd E's income expen-
sesand goportionmemnfactos mly to the extert relate to its income derived from
intangibleproperty Snce E 5 a @mestc 80/20 corporatian and rvice fees ae rot
onedf the ypes d incone subjed to combinatia for adomeste 80/20 corporation,
E’s service fee income and expenss and gpportionmen factoss relating to that
income,mus be excluded from the wnitary combination.

However E is aubjed to tax on an goportionel share o its srvice fee income.
E has rexus in Wisconsh becaug it is a nembe of Group DE, which is dbing busi-
nessn Wisconsin In determinirg the gportionecdhare the rumerate and denom-
inator of E's goportionmen factos ae its rumerato and denominato including
only the factoss relating to its ®rvice fee inconme and computel for E on a €parate
entity basis However since E 5 a ombinel group member it may conside the
activitiesof D when it computes its throwbad sales for purpose d the rumerator.
E is requira to repot this incone  Wisconsh & a gparaé entity item.

(5) TAXABLE INCOME OF A COMBINED GROUPMEMBER. The tax

incomeof a combined group membeass described in sufs) (c).

(h) Its net business loss carryforward, including any other
combinedgroup members’ net busindsss carryforwards which
may ofset the membés shareof combined unitary income under
the provisions of sub(9).

(6) COMPUTATION OF COMBINED UNITARY INCOME. Thissub
sectioninterprets s71.255 (4) Stats., relatingo a combined
group’scomputation of business income subject to combination,
which is called “combined unitary income” for purposes of this
section. The steps to compute combined unitary income are-as fol
lows:

(a) General. 1. Compute the sum of each combined group
member’snet income determined under the Internal Revenue
Codebefore Wsconsin modifications, without regard to net eapi
tal gain or loss, net gain or loss under secti2@1 of the Internal
RevenueCode, net gain or loss from involuntary conversions, or
deductions for charitable contributions. Compute this income as
if the member were not consolidated for federal purposes.

2. Defer or recognize any intercompany income, expense,
gain, or loss between combined group memizsrglescribed in
par.(b), except to the extent the income, expense, gain, or loss is
excludedfrom the combined unitary income because it does not
relateto the unitary business orrist subject to combination under
thewaters edge rules of sufy).

3. Add net capital gaiincludable in the combined unitary
income,applying the loss limitation as described in. §ey and
usingthe federal basis of assets. Anyatiéncedetween the fed
eral and Visconsin basis of assets, including basiferéhces that
arisefrom the application of paff), are accounted for asi¥¢on-
sin modifications under sub@. The Wsconsin basis of a corpo

ableincome of a combined group member consists of the comyiation’s depreciable property for the first year the corporation

nentslisted in this subsection. For purposes of p@jsand(d),

becomegaxablein Wisconsin equals its federal basis as of the

a“distinct business activity” means a business activity thattis beginningof the taxable year in which the corporation becomes
unitary with the combined group'unitary business. For purpose¢axablein Wisconsin, as required under74.265 Stats. Théed-
of determining the expenses and deductions attributable to e&t basis shall be computed under the Internal Revenue Code in

componentthe provisions of sul(6) (h) apply A combined

effectfor Wisconsin purposeas required under s&1.22 (4)and

groupmembels taxable income is the total of all of the following{4m), 71.42 (2) and71.26 (3) (y) Stats.

(a) Its apportioned share tife combined unitary income, a
computedunder subs(6) and(7), or, in the case of a combined

s Note: Under ss71.22 (4)and(4m), 71.26 (3) (y) and71.42 (2) Stats., the federal

bonusdepreciation provisions in sectid®8k) of the InternaRevenue Code are
excludedfrom the Internal Revenue Code irfieet for Wisconsinpurposes. There

groupwhere allmembers are doing businesses solely withig-W fore, the federal basis computed under subd. 3. must be computed without regard to
consin, its unitary business income subject to combination a8ybonus depreciation claimed for federal purposes.

computedunder subg6) and(8). A corporation may have a share

4. Subtract anyet section 1231 loss or net loss from invelun

of combined unitary income or unitary business income frotary conversions that results from the aggregation in(paf.
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5. Subtract the charitable contributions deduction includabieisinessand otherwise subject to combination. Rules to deter
in the combined unitary income, computed as described in paine the capital loss limitation, thessignmenbf capital gains
(d). andlosses to members, and the amounts available for carryover

6. Apply Wisconsin addition and subtraction modification&re as follows:
providedin ss.71.26and71.45 Stats., as applicable. Forinterest 1. For short-term capital gains or losses, long-term capital
expensestent expenses, intangible expenses, and managengainsor losses, section 1231 gains or losses, and involuntary con
fees paid, accrued, or incurred between combined group merersions, aggregate all combined group membeashounts
bers,includingpass—through entities owned by those membersuathin each classf gain or loss. Except as provided in suhgd.
the extent of their distributive shares of income, the addition-mothclude sharable net capital loss carryovers as described in subd.
ificationsfor related entity expenses under&ks26 (2) (a) 7and 2. but not non-sharable net capital loss carryovers.
71.45(2) (a) 16, Stats., are not required to the extent the recipient 2. A combined group membersharable net capital loss-car
of the income includes the income in the combingitary ryoveris any available net capitiiss carryover which would be
income. asharable loss carryforward under s{®).(a)if it were a net busi

7. Subtract any dividends that qualify for elimination undenessloss carryforward. A non—sharable net capital loss carryover
par.(e) to the extent the dividends did not quafily a subtraction is any available net capital loss carryover which would bere-
modificationunder subdb6. sharable loss carryforward under s(#).(b) if it were a net busi

8. If a combinedyroup member is an insurance compamp ~ Nessloss carryforward. Net capital loss carryovers thabtirer
tractthe portion of net income attributable to the insurance-con/iS€ non—sharablenay be included in the aggregation under

panys life insuranceoperations as determined using .45 (2) Subd.l.if they were carryovers of a subgroup as described in sub.
(b), Stats. (9) (e) 1, but only in an amount not exceeding the net capital gain

. o : the subgroup would have if its amounts were not aggregated with
9. Subtract the income, as modified by suld$o 8., which t&oseof the other combined group members.

is not includable in combined unitary income because it is n . . .
derivedfrom the unitary business or is not subject to combination 3:_Détermine anapply the capital loss limitation under sec
underthe wate's edge rules of sub4). The income subtracted tion 1211 of the Internal Revenue Code for the combined group
underthis subdivision shall be net of any directly or indirectly?@sedon the aggregate amounts computed in sub@heprovi
relatedexpenses as provided in pér). The amount subtracted sionsof 26 CFR 1.150222 and1.1502-23, and the regulations

underthis subdivision mayot duplicate any amounts alread))’VhiChthey reference, shall apply for this purpose, exceptttieat
subtracted. separatereturn limitation year provisions are excluded and

replacedwith the provisions of this paragraph and except to the
extentotherwise inconsistent with s&l.26and71.45 Stats., and
gée provisions of this section.

4. If the result is a net capital gain the group, the net capital
gain shall be apportioned to €onsin for the members in the
samemanner as all other combined unitary income as described

paragraphdoes notapply to intercompany transactions whicH SuP-(7), except that if the combined group is doing business
occurredin taxable years beginning before January 1, 2009 orig'elyin Wisconsin, the net capital gaimassigned to the mem
intercompanytransactions where the income, expense, gain’l?@rsas described in sufB) (b). If the result is a net capital loss
losswould not otherwise be subject to combination. For modifior the group, the net capital loss shall be assignée members
cationsto 26 CFR 1.150213 that are necessary in the case of that would have a net capital loss from the unitary business if their
combinedgroup doing business solely in this state, see(§)b. amountswere not aggregated with thaskthe other members of
Any deferred intercompany income, expense, gain, or loss tha}@ﬂ;gcomblned group, in proportido the amount of that net capital
recognizedunder this paragraph shall be recognized by the sarf&S-

; i ifExamples: 1) Combined Group PQR consists of MembeMBmber Q, and
combinedgroup member that deferred the income, expense, gEN/mjmberl?e. In Group PQR unitary combination for 2010, B, and R aggregate

or loss. The deferred income, expense, gain, or loss Shau:fh@ their short term capital gains and iosses (including sharable capital loss carryovers),
nizedwhen required und&6 CFR 1.150213 as if the combined long-termcapital gains and lossesection 1231 gains and losses, and involuntary

i nversionsand compute a total of $20,000 in net capital gain for Group PGR. P’
groupwere a federal consolidated group, or when any of the f@&sconsinapportionment percentage computed under sub. (7) is 16945 @6%;

lowing apply: andR'’s is 50%. P apportioned share of this net capital gain is $2,000 (= $20,000
1. The buyer resells the object of the deferred intercompa%). Q5 apportioned share is $5,000 (= $20,000 x 25%) andiRortioned share

: : ; . is%$10,000 (= $20,000 x 50%).
transactionto an entity that is not a membef the combined 2) Combinad Group STU consiss o Membe S, Membe T, and Membe U. In

(b) Intercompany transactionsDefer or recognize any inter
companyincome, expense, gain, or loss between comlmnaap
membersthat would be deferred or recognized between tho
membersinder26 CFR 1.150213 as if the combined group were
afederal consolidated group, except that the provisions for int
companydividends are excluded and replaced with (@r This

group. thetaxabk yea 2010, S, T, and U have the following capitd gains and losse and
2. The object of the deferred intercompamnsaction is used section1231 gains and losse dtributabke b the wnitary busines and subjed to com-
’ bination:

outsidethe combined group’unitary business as a result of the

! A MemberS Member T | Member U
buyer’'sresale, conversion, or transfer of the asset.
Long term $5,000
3. The buyer and seller are no longer members of the same&apital gain
combinedgroup, regardless efhether they are in the same-uni  short term ($12,000) ($6,000)
tary business. capital loss
Example: S and B ae combined group members S tas land with a asisof Sec_tlon 1231 (8500) $2,000 $1,500
$130,000et the end Yea 1. In Yea 2, S lls the land to B for $100,000 B holds gain/loss
theland until Yea 3, when it sells it to X, a persan autside the ambinel group, for WhenS, T and U aggregate each class of capital gains and losses and section 1231

$110,000. Assune toth sales ae aherwise includabé in the ombinal unitary  gainsand losses, Group STU has a net capital loss of $10,000. Hoif&ydr and

income. Applying 26 CFR 1.1502-13to S ad B in the manne describel in this  U’s capital gains and losses and section 1231 gains and losses were not aggregated
paragraph$S would not recogniz any gain or loss o the sale d the land to B in Year  with one anotherS would have a net capital loss of $12,000 (its section 1231 loss

2. However in Yea 3, S would recogniz a $0,0( loss and Bwould recogniza  would be treated as ordinary undection1231(a)(2) of the Internal Revenue Code),
simultaneou$10,00 gain. Thus in Yea 2, the @mbinad goupcanndinclude Ss T would have a net capital loss of $4,000, and U would have a net capital gain of
$30,0000ss on sleof land in its @mbinel wnitary income butin Yea 3, the om-  $6,500. Thus, the amount of Group SEHet capital losthat would be assigned to
binedgroup can include a £0,00 loss o sale d land (the ret anourt of S's Year  Sis $7,500 (= ($12,000 / $16,000) x $10,000) and the amount that would be assigned
2loss and B's Yea 3 cain) in its ombinedunitary income Howeverthe apitdloss  to T is $2,500 (= ($4,000 / $16,000) x $10,000). None of the net capital loss would
limitation may limit this loss as describel furthe in par. (c). beassigned to U since it did not contribute to Group STHét capital loss.

(c) Capital gains and losse<Compute the capital loss limita 5. After applying subd4., each member computes its net-cap
tion so that it applies to the combined group as a whole, to tited gain or loss fromseparate entity items without considering
extent the capital gains and losses are derived from the uniteapitalloss carryover amounts. If the result is a net cajuiss),
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the loss may not be deducted except as provided in 8ultidthe  appliedin the order incurred, $2,500 of the amount used is from its 2008 non-shar
; ; : ecarryover and $500 is from its 2010 non—sharable carry@iace theemain
resultis a n.et capltal ga"?' the m?m.ber. may subtract from t@ $1,000 carryover used is from 20&here L has both a sharable amtba-shar
amount,subject to the capital loss limitation, any current year neflecarryoverthe amount of each carryover used is determined on a pro rata basis.
capitalloss from the unitary business as computed in sulzthd  SinceL has $2,000 in sharable carryover from2@afd $2,000 in non-sharable-car

. ; verfrom 2011, the remaining $1,000 carryover used is applied equally from the

any available net capltal loss carryovers, whgther they are Sk@%rableﬁnd non-sharable carryovers. Thus, atthe of its 2012 taxable year
ab!e or non_—sharable. TIerrer_lt year net capital loss from thenas $1,500 in sharable carryovers $a¢500 in non—sharable carryovers available
unitary business shall be considered used before the net cagftaqry forward or carry back. _
losscarryovers. Any remaining carryover may be used as pro 8. If a member has sharable net capital loss carryovers, that
videdin subd 6. membermay choose not to use themthre aggregation under

Example: Assume the same facts as Example 2 in subd. 4. Assume also that Sﬁ%@d'l' If more_ than one mem_ber includes sharable net capital
a$10,000 long term capital gain fraseparate entity items in 2010 and a net capitdloSS carryovers in the aggregation under subdthe amounbf

losscarryover of $3,000 which was incurred in 2008. Since the current year Ret c@gphchmembets carryover used shall be computed on arpta
tal lossfrom the unitary business is considered used before the net capital loss c:

e - )
over,at the end of 2010 S would have a remaining 2008 net capital loss carryovea.péltssaccordmg .tdhe amount of carryover each member included
$500(= $10,000 - $7,500 current year net capital loss from unitary business - $3,00¢the aggregation.

netcapital loss carryover). . . . Example: Combined Group QR consists of Member Q and Member R. Group QR
6. If a member has a share of napital gain from the unitary s on a calendar yeafor 2010, Q and R have the following amounts:

businessas computed in subd., the member may use any avail MemberQ |  Member R
ablenetcapital loss, including current year net capital loss from
separatentity items and net capital loss carryovers, teetfthat
net capital gain. If the group uses apportionment, the member ! :
usesthe available net capital loss by claimagleduction equal -on9 '™ capital ?la'” $6,000 $2,000
to the amount of the available net capital loss that doesxeeed ~ Section 1231 gainfloss ($2,000) $3,000

the groups net capital gain from the unitary business, multiplieg Ssuane ong B Eo e B B e A O aton. Before applying -
by the membes apportionment percentage from the unitamyx the carryovers, Group QR has an aggregatecapital gain of $9,000 (= $6,000 +

bination. The current year net capital loss from separate entig,000+ ($3,000 - $2,000)). Both Q and R use tkhirable net capital loss carry

i i i rs to ofset this amount. The amount used frore €arable carryover is $6,000
items shall be considered used before the net capital loss Ca@%g,ooo X ($10,000 / $15,000)) and the amount used fremsiRirable carryover

overs. is $3,000 (= $9,000 x ($5,000 / $15,000)). After applying these carrydess,
Example: Assume the same facts as Example 1 in subd. 4. Assun@ tfasta remainingsharable carryover is $4,000 (= $10,000 — $6,000) anteRiainingshar

$5,000long term capital gain from separate eniigns and a net capital loss carry ablecarryover is $2,000 (= $5,000 - $3,000).

over of $6,000 which was incurred in 2008. Since the net capital loss camaser  (d) Charitable contributions. Compute the charitable con

incurredin a taxable year beginning before 2009, it is non—-sharable and coblel not,.; fi ; [N : : :

usedin computing the aggregate regtpital gain or loss of the unitary business a;nbunonSdedUCtlon limitation so th,at it appllm the C(,)mb,med

describedn subd. 1. HoweveQ may use the non-sharable loss carryoverfsebf groupas a whole. Rules to determine the charitabfgributions

its net capital gain from separate entity items. After doing this, @ 845000 avail ionlimitation ar follows:

ablenet capital loss (= $5,000 - $6,000) to use against its share of the $20,000dn%(t.juct o tation are as follows . .
capitalgainfrom the unitary business.o Tise the remaining carryoy€ may claim 1. Computethe aggregate total deductions for charitable con
an additional capital loss deduction of $250 (= $1,000 available carryo?é?/gx tnbutlons for the taxable yealand any Carryforwards Of those

ﬁ%pr?éttlcér;rrl)}g}t:ggcsegéar\rgy%)\ke?ﬁer claiming this deductighyould have no remain deductionsfor all combined group members.

7. After each member applies subdsto 6., as applicable, 2. Determine and apply the charitable contributions deduc
the member may carry back or carry forward any remaining rigtn under InternaRevenue Code section 170, before arig-W
capitalloss carryover as provided in sectitil2of the Internal consinmodifications under s/1.26 or 71.45 Stats.,as if the
RevenueCode and may share that carryover to the extent it iS@mbinedgroup were a consolidated group for federal purposes.
sharablecarryover The sharable carryovers available for use ihhe provisionof 26 CFR 1.150224, and the regulations which
the aggregation under subdl. are determined without regard toit references, shall apply for this purpose, except tcextient
whenany non-sharable carryovers were incurred and are appl#terwiseinconsistent with ss/1.26and71.45 Stats., and the
in the ordetthe underlying sharable loss was incurred. The carrgrovisionsof this section.
overs available to dset the membeés net capital gairunder Example: Combined Group GH consists of Member G and Member H. G incurred
subds5. and6. are applied in the order the underlying loss we$,000in charitable contribution deductions relatingtte unitary business ine¥r
incurted. 1 the carryover avaliable tofoet the membes netcap _ LUl Helred 15,000 1 chartable connpuin g, sesume e o
ital gain under subds. and6. consists of both a sharable and nonadjustedaxable income) would be based is $50,000 for G and $30,000 for H.- Apply
sharableamount incurred in theame taxable yeahe carryover ing26 CFR 1.150224to Group GH in the manner described in this paragraph, Group

; f _ would include a charitable contribution deduction of $8,000 (= lesser of ($5,000
is applied from thesharable and non-sharable amounts on a pf, 15,000) or (($50,000 + $30,000) x 10%)) in its combined unitary income.

ratabasis according to the amount of each type of carryover avai 3. Any unused charitable contribution deduction after apply

ablefrom that year ing subd.2. is assigned to the member that incurred the expense

Example: Member L is a member of Combined Group LM. Group LM uses-a ¢ i i i i i
endaryear At the beginning of 2012, L has tfalowing available net capital loss %ndis available to that member tofwift its net income, if any

Sharable net capital loss carryover at  ($10,000) ($5,000)
beginning of year

carryovers: from separate entity items, subject to the limitation of sedtitth
Non—sharable of the Internal Revenu€ode. Any of a member remaining
Year Incurred Sharable Carryover Carryover unusedcharitable contributiomay be carried over by that mem

berand used in subsequent yeatshject to the carryover period

2008 - $2,500 providedin section 70 of the Internal Revenue Code. Tieused

2009 $4,000 $0 carryovermay either be shared in a subsequent combined report
2010 $0 $500 in the manner described in suidor may be used by that member
2011 $10,000 $2,000

specifically.

Sincethe sharable net capital loss carryovers available for use in the aggregatiogxamme: Assume the same fads in the example for subd. 2. After the computa
under subd. 1. are determined without regardftenany non-sharable carryovers y,n'of Group GHs combined unitary income foe¥r 1, the amount of unused chari
were incurred, the total sharable carryover that L may include in Grousddt ble contribution deduction available to G woué $3,000 (= $12,000 unused
putation of aggregateet capital gain or loss for the year 2012 is $14,000 (= $4,0Q4L4,ctionx ($5,000 / $20,000)) and the amount available to H would be $9,000 (=
g.$0 + $10,000). Assume $12,000 of this amount is absenbiee aggregation. g1 400 x ($15,000 / $20,000)). Assume G has separate entity iterearit ¥nd

incecarryovers are applied in the order incurred,remaining sharable carryover o adjusted federal taxable incorfrem those items is $20,000. G may deduct
of $2'O§0 |s‘rtom 'tf ?0]“"? capital Iosts. Tht'.ts c_?rryO\éer goi\éallable to L featf $2,000(= $20,000 x 10%) of its unused deduction against its income from separate
againstts net capital gain from separate entity items for ' entityitems. Assume H does not have separate entity itemesinlyandoth G and

Assumel has a net capital gain from separate entity iten®!d@¥00 and applies H are in Group GH in &ar 2. In ¥ar 2,Group GH could include $10,000 of charita
its available net capital loss carryover tdsef this amount. Since carryovers areble contribution deduction carryovéiom Year 1 ($1,000 from G and $9,000 from
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Tax 2.61 WISCONSINADMINISTRATIVE CODE 46

H) in its combined unitary income, subject to the limitations of sedfi@of the  tions and items of income, gain, deduction and loss taken into
InternalRevenue Code. . . accountwhile the subsidiary was a member of the combined
() Dividends. Eliminate dividends paidletween members of .65 Except as provided in subds.to 4. and except to the

the samecombined group, but only if the dividends were paid,ont otherwise inconsistent with this section or £6.26 or

from earnings and profits attributable to net income or loss that 45 Stats., the provisions @6 CFR 1.150232, and the reguta
wasincludable in that group’combined unitary income in the s \yhich it references, shall apply in determining the amount
currenttaxable year or a prior taxable yeand only to the extent ot aqjs adjustment as if theistfonsin combined group a fed

the dividend does not exceed the pagelasis in the paysr oo consolidated group:

stock. The following rules applin determining the dividends that 1. A basis adjustment may rioe made for the subsidiasy’

may be eliminated under this paragraph: 1g]i#'stributionsor items of income, gain, deduction, or ldaaken

1. The elimination of dividends applies only to the extent th P T
the dividendsreceived deduction provided in §4..26 (3) (j)or J;(r)]ua;cr(;/(l)ugggrélthe subsidiarg taxable years beginning before

71.45(2) (a) 8, Stats., does not apply

2. For purposes of this paragraph, dividends are trested
paid out of current earnings and profits, and if the dividends p
exceedcurrent earnings and profits, then the dividends are trea
as paid out of earnings and profits accumulated in precedi
years,beginning with the year closest to the current year (LIF
rule). With respect to an individual taxable yedividends are . . .
treatedas paid from alarnings and profits earned in that taxablg 3+ An adjustmento reduce basis shall be made for the subsid
yearon a pro rata basis according to the proportion of net incotgey S distributions to the extent those distributions are from-eam
thatwas included in the combined unitary income for that taxadfedS and profits attributable to items that were included in the
year(pro rata rule). Earnings and profits are determingatas 9"0UP’Scombined unitary income, or from earnings and profits
vided in par(g). attributableto items deemed to be included in the greumn

Note: See the examples undeibds. 4. and 5. for application of the LIFO and pr(pme_dun,'tary income under pE(B) 3.for purposes of the dl}/ld&hd
ratarules. elimination under par(e). For purposes of determining the

3. A combined group memberearnings and profiattribut ~amountof basis reduction under this subdivision, the LIFO and
ableto the unitary business that were generated in its taxable yeiesrata rules of page) 2.apply
beginningbefore January 1, 2009, shall be deetoduk earnings  Example: Combined Group CD consists of Member C and Member D. C owns

i i i i i i 65% of D. Group CD is on a calendar yeAt the beginning of taxable year 2009,
andprofits attributable to combinaghitary income if the corre C's basis inthe stock of D is $2,000,000. In the graufsxable year 2009, D has

spondingnet income would have been included in the g®UP$100,0000f net income, all of which is included Group CDs 2009 combined uni
combinedunitary income in those years had $.255 Stats., been taryincome. During 2009, D pays a dividend of $300,000 to C. Assume the entire

i i i i i dividendfrom D to C qualifies foelimination under pafe) 3. and is eliminated from
in effect and reqUIred combined reporting in those years. GroupCD’s combined unitary income in 2009.s®asis in the stock of D as of the

4. To the extent that a dividend is paid out of earnings améginningof 2010 is $1,800,000 (= $2,000,000 + $100,000 — $300,000).
profits that were generated while the payer was not, or in the case4. A basis adjustment may not be attributed to a subsidiary
of subd.3. would not have been, a member of the combined grodfmm a lower-tier subsidiarg items ofincome, gain, deduction,
the dividend may not be eliminated. or loss, except to the extent that the lower-tier subsididtgms
Example: Combined Group MN consists of Member M and Member N. The con®f income, gain, deduction, ¢oss originated in taxable years

binedgroup was formed when Corporation M acquired 60% of Corporation N inni I i
Junel, 2009. Group MN uses a calendar yeauring 2010, N paid a dividend to @eginningon or after January 1, 2009 and wareluded in the

M of $500,000. NE current earnings and profits for 2010, before accounting for tfe@Mbinedunitary income of that same unitary business.
distributionto M, are $100,000. N'earnings and profittributable to its 2009 cal Example: Combined Group QRS consists of Member Q, Member R, and Member
endaryear are $1,000,000, of which $50,000 (5% of the total) were earned whileNQ owns all the stock of R, and R owns all the stock of S. Group QRS is on a calendar
wasamember of Group MN. Assume N had no separate entity items while it r. As of the beginning of 2009, kad an unadjusted basis of $500,000 in R stock,
amember of Group MN. Also assume M did not deduct any foreign taxes attributaigich includes RS unadijusted basis of $200,000 ist&ck under the rules 86 CFR
to the dividend and N has §iafent stock basis. Applying the LIFO and pegarules 1 1502-32. In the groups 2009 taxable yeaR had a total of $80,000 of net income
of subd. 2., the amount of dividend that qualifies for elimination from GroupMN3ndS had a total of $150,000 of net income. Gfr&it income, $20,000 was attributa
combinedunitary income in 2010 is $120,000 (= $100,000 + (5%480,000)). pleto overseas operations, the income from which was not included in combined uni
Underthe pro rata rule, 95%, or $380,000, of dividends pafaf N5 2009 earnings  tary income under the watsredge rules. Neither R nor S made any distributions in
andprofits are considered to be paid from pre-acquisition earnings and profits. 2009. At the end of 2009, ®@'basis in R stock is $710,000 (= $500,000 + $80,000
5. To the extent that a dividend is paid out of earnings arn150,000 - $20,000). @basis in R stock cannot includsy amounts attributed
profits thatwere generated in taxable years when the payer wign S that are a“”b“‘a'(’j'e tof_se"ara‘e e”t'g’_ 'te”(‘js- ’
orin the case of sub8. would have been, a member of the eom_ (9) Iaarnl?_gsk?r}l bm 'tj_- A Cgm '”ﬁ grﬁup mdem _te)sreadrﬁ
bined group foall or a portion of the taxable yeany portion of Ngsand profitsshall be adjusted to reflect the undistributed €arn

thedividend attributable to separate entity items may not be-elirffigs and profits of any subsidiary that is a member of the same
nated. combinedgroup, subject to the following rules and limitations:

Example: Combined Group GH consists of Member G atember H. G owns 1. Except as provided in subd. and except to the extent
55%of H. Group GH is on a calendar year and both G and H were members ofdthierwiseinconsistent with this section or s&1.26 or 71.45

group for the entire taxable yedduring 2010, H paié dividend of $1,000,000 to ici ;
G. H's current year earnings and profits $2¢500,000. Of these earnings and profitsStatS"the provisions 026 CFR 1.150233, and the regulations

$250,000(10% of the total) is attributable to separate entity items ofssume G Which it references, shall apply in determining earnings and prof
did not deduct any foreign taxattributable to the dividend and H hadisiént stock  its asif the Wisconsin combined group is a federal consolidated
basis. Applying the pro rata rule of subd. 2., the amount of dividend that qualifies f@rrou
eliminationfrom Group GH$ combined unitary income is $900,000 (= $1,000,00! p. Lo . . i .
X 90%). Under the pro rata rule, 1086,$100,000, of dividends paid out ofs-tur 2. Undistributedearnings and profits attributed to a subsid
rentyear earnings and profits are considecebe attributable to separate entity items.iary of a combined group-";,,mb(;‘,r from any lower—tier Subsidiary

6. The amount of dividends eliminated under this paragrap‘lqby not beincluded in the combined group memiseearnings
may not exceed the payeebasis in stock of the payer as deterand profits or its subsidiarg' earnings and profits except to the
minedunder par(f). o _ extentthe lower-tier subsidiary’earnings and profits aatribut

7. The amount of dividends eliminated under this paragrapbleto net income that was, or in the case of(@3.would have
shallbe net of any taxes paid on ttigidends to a foreign nation peen,included in the group’combined unitary income.
if those taxes were claimed as a deduction undéticistats. Example: Combined Group EFG consists of Member E, Memban& Member

() Stockbasis adjustmentsA combined group member G. E ovans all ttme s’{ock glf Bnd F o%rz)sgallEthﬁ stock of Gt Group EF_Sqis onf% caI}endar

i e ; ar. During the taxable year , E has current year earaingsprofits o
b_aSISIn stock of a SUbS|,dlary that is a membe_r Qf th,e_same COKQOO,OOOand F has current year earnings and profi500,000, both exclusive of
binedgroup shall be adjusted reflect the subsidiarg'distribu  any amounts attributed from subsidiaries. Assume theseunts are attributable

2. A basis adjustment may noé made for the subsidiasy’
itemsof income, gain, deduction, or loss to the extent those items
renot included in thgroups combined unitary income. In the
eof tax—exempt income, a basis adjustment matybe made
the extent the income is attributable to itetihat were not

cludedin the combined unitary income.
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46-1 DEPARTMENT OF REVENUE Tax 2.61

entirelyto items included in Group EF62009 combined unitary income. G has cur of the separate company denominators of each combined group
rentyear earnings and profits of $400,000. Howe$80,000 of this amount is attrib f

utableto overseas operations, the income from which wasohtded in combined mem_per'so that each membe_r of the Combmed group has the same
unitaryincome under the watsredge rules. Assume none of the corporations mad®@0dified sales factor denominatoEach combined group mem

distributionsin 2009. F’s total current year earnings and profits are $850,000 (5er’s separate company denominator is determined as follows:
$500,000+ ($400,000 - $50,000 attributed from G)), and &irrent yeaearnings p ” pany -
andprofits are $1,150,000 (= $300,000 + $850,000 attributed from F). 1. Forcombined group members required to use the sales fac

(h) Allocation of expenses and deductiods. Combined uni tor as provided in §1.25 (6)and(9), Stats., the membiersepa
tary income shall exclude any expenses or deductions that ggtecompany denominator for purposeshe modified sales fac
directly or indirectly related to income that is not subject to-contor is the denominator of its sales factor as determined under s.
bination. If any expense or amount otherwiductible is indi  71.25(9), Stats., and Sax 2.39as if it werenot a member of a
rectly related botho income subject to combination and incomé&ombinedgroup, except as provided in subdand pars(d) and
not subject to combination, a reasonable proportion of the expef@k
or amount shall be allocated to each type of incomiggtin of all 2. For combined group members that are insurers subject
thefacts and circumstances. tax under subchVIl of ch. 71 Stats., the memberseparate com

2. The allocation in subd.. shallbe made according to the panydenominator for purposes of the modified sédesor is the
methodsrequiredor allowed for federal income tax purposeslenominatoiof its premiums factor as determined undefls45
under the applicable sections of the Internal Revenue Cod@) (a), Stats., as ift were not a member of a combined group,
including their corresponding regulations, except that se@fin exceptas provided in subd. and pars(d) and(e).
of the Internal Revenu€ode and its corresponding regulations 3. For combined group members that are “finanaighniza-
aremodified as provided in §1.26 (3) (L) Stats. For example, tions” as defined in s71.25 (10) Stats., the membiarseparate
andwithout limitation, the allocation may be required under segompanydenominator for purposes thfe modified sales factor is
tion 482 of the InternaRevenue Code pfor an expense related the denominator of its receipts factor as determimeder ssTax
to foreign source income, under secti@Bd to865of the Internal  2.490r2.495 as applicable, as if it were not a member of a-com
RevenueCode. binedgroup, except as provided in subdand pars(d) and(e).

3. For purposes of applying this paragraph, a comhineap 4. For combined group membetsat are required to appor
member’'sincome from outsidehe unitary business shall betion their income using moréaan one factor under 81.25 (10)
treatedas income of an fifated corporation, and if aombined Stats. and ssTax 2.46 2.465 2.47, 2.475 2.48 2.50, or 2.502
groupmember ha$).S. source income excluded from the unitarshe membets separate compaignominator for purposes of the
combinationunder sTax 2.61 (4) (f) that U.S. source income modified sales factor is determined as provided in zgr

shallbe treated as foreign source income. 5. The separate company denominator for purposes of the
~(7) APPORTIONMENTOF COMBINED UNITARY INCOME. A COM  modified sales factor may not include sales, premiumeseeipts

binedgroup is considered to be a single taxpayer for purposess@ich are not includedh the combined unitary income as com

determiningwhether it is engaged in business both within and outedunder sub(6).

sideWisconsin. For combined groups engaged in business both (c) Throwback saleslf a combined group membersale of

within and outside \igconsin, the combinednitary income is tangible personal property is destined for a state in wiinf

apportionedto thecombined group members as provided in $amberof the combined
: . group has nexus urttierstandards set
71.255(5), Stats. Under this section, each merthehnare of the ¢4, in s Tax 2.82 and that nexueelates to the unitary business,

combinedunitary income is the product of the combined unitanyf, ¢5je may not be included the numerator of the memtzr

incomeand the membés modified sales factor ratio. Thalow- 5 ified sales factor If a combined group member is subject to
ing rules apply to this computation: _ the controlled group election, that memiberumerator shall not
(a) Numerator of modified sales factd. For combined group jncludesales destined for a state in which any member of the com
membersgequired touse the sales factor as provided i@525  pinedgroup has nexus under the standards set fortax<.82
(6) and(9), Stats., the numerator of the menibenodified sales 4 "|tercompanytransactions. 1. Any transaction between
factorratio is the numerator of its sales factor as determinedr membersf the same combined Qrdup shall be excluded frem
s.71.25 (9) Stats., and Slax 2.39asif it were not a member of .\ e ratorand denominator of the modified sales factbiow
acombined group, except as provided in si#hdnd pars(c) to ever,if the seller subsequently recognizes incomiess from the

(©). . . ._intercompanytransaction under the provisions o7 $.255 (4) (g)

2. For combined group members that are insurers subjecitats. and sub(6) (b), the selleis modified sales factor shall
taxunder subchvIl of ch.71, Stats., the numerator of the memincjyde any factors corresponding to that income or loss in the
ber’smodified sales factor is the numerator of its premiums fact@garit recognizes the income or loss.
asdetermined under 31.45 (3) (a)Stats., as if it were not a mem 2. If a combined group member sells an item or service to

?(%rg;(?(g?mbmed group, except as providtedubds. and pars. anothercombined group member and the purchaser subsequently
) . e L resellsit to a third party outside of the combined group, the situs

. 3’.’ For combined group members that are “finammgdniza-  of the sale between the combined group members and the sale

tions” as definedn s.71.25 (10) Stats., the numerator of thefrom the purchasing member to the third party shall both be-deter

member'smodified sales factor is the numerator of its receip{finedbased on the situs of teale from the purchasing member

factoras determined under §%ix 2.490r2.495 as applicable, as tg the third partyand the purchasing member shall exclude from

if it were nota member of a combined group, except as providesk numerator and denominator of the modified sales factor the

in subd.5. and pars(c) to (e). amountthe selling member alreadycluded under subd. attrib-

4. For combined group members that are required to appgfableto the item or service that was resold.

tion their income using moréhan one factor under 1.25 (10) Example: Combined Group YZ consists of Member Y and Member Z. Gvalip

Stats.,and ssTax 2.46 2.465 2.47, 2.475 2.48 2.50 0r2.502  ison a calendar yeaOn December 30, 2009, Y sells a widget with a cost of $400

ifi i to Z, for $600. Y ships the widget tosAvarehouse in Wconsin. On JanuaB0,
th-e ngmeratotd()fdthe member modified saledactor is deter 2010,Z resells the widget to Q, an unrelated third péoty$700. Z ships the widget
minedas provided in pafg). to Q's headquarters in Illinois. Assume both the sale by Y and the sale by Z are subject
5. The numerator of the modified sales fact@y not include to combination, and assume that Z has nexus in lllinois. In 2009, Y didougnize
. : : ; ; ny gain on the sale to Z because the gain was deferred under the provisions of s.
sales,prgmlur_ns, or receipts which are not included in the'corﬁl.255(4) (g) Stats., and sub. (6) (b). Since the gain on theasmenot recognized,
binedunitary income as computed in s(). Y cannot include the $600 sale in its apportionment factors for 2009. In 2010, the
; e : yearthe widget was resold by Z, Y must include its $200 of gain on the sale to Z (=
(b) D,enommator of mOdIfled.s.aléaCtor The denc_)m'lnator of $600- $400) in combined unitary incomé&. must also include the sale amount of
a combined group membsmodified sales factor ratio is the sun$sooin the modified salefactor denominator for 2010. Z must include its $100 gain
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Tax 2.61 WISCONSINADMINISTRATIVE CODE 46-2

on t“%%%'oe 02 & $700 - ﬁGOO)I in %Ofgbi”ed Ulni(tjag,intci?me f0£,20(110- Howev¢he pass—through entityvithout regard to any agreement to allo
since! of Z5 sales price has already been included in the combinedsy : . : i .
fied sales factqrZ may only include $100 of the sale amount in the modified sal&sate gains or losses on a basis Oth(f)l’ than their capital interests, is
factor denominatorNeither Y nor Z include these amounts in their modified saleBl0rethan 50 percent, or the combined group members t@ken
factornumerators since both sales have a situs in lllinois where Z has nexus. Unglefhole have more than 50 percent of the management dghts

the provisions of par(c), Z's nexus in lllinois applies to both itself and Y for purpose _ . ;
of applying the throwback rule. the pass-through entityas evidenced by the terms of the agree

3. If an item or service is sold between more than two-corffi€ntunder which the pass-through entity was formed, voting
binedgroup members before it is sold to a customer outsitheof 19Nt Provisions of state or federal laor otherwise.
combinedgroup, the situs of these intercompany sales shall be thelf) Special rules for zees and negative numbers in factors.
situsof the ultimate sale to the customer outside ottmebined This paragraph applies thepecial rules in ss71.25 (6m)and
group, and each purchasing combined group member shéil-45(3e) Stats., to combined group members as follows:
excludefrom the numerator and denominator of the modified 1. If both the numerator and denominator of a mefsbaod
salesfactor the amount its selling memladready included under ified sales factor are zero, none of the combined unitary income
subd.l. shallbeapportioned to the membeFhe membeés separate com

(e) Pass-though entities. A combined group membsr Panydenominator has nofett on this determination.
numeratorand denominator for purposes of the modified sales 2. If the numerator of a membgmodified sales factor is a
factor generally includes the apportionmefactors of pass— negativenumber none of the combined unitary income shall be
throughentities owned directly andirectly by the membein  apportionedto the member The membés separate company
proportionto the combined group memtzedistributive share of denominatohas no déct on this determination.
the pass—through entig/het income or loss included in the eom 3. If the numerator of a membsmodified sales factor is a
bined unitary income. Howevera combined group memb®r positive number and the denominator is a negative number or
modified sales factor may natclude apportionment factors of azero,all of the combined unitary income shall be apportioned to
real estate investment trust, regulated investment compaaly the member The membes separate company denominator has
estatemortgage investment conduit, or financial asset securitizgo effect on thisdetermination. If this subdivision would result
tion investment trust. Additionallgubds1. and2. apply in order in apportioning all of the combined unitary income to more than
to avoid duplication. For purposes of subds. and2., “sale” onememberthe combined unitary income shall be apportioned
includessales as defined in 81.25 (9) Stats., premiums under to the members havingpsitive modified sales factor numerators
s.71.45 (3) (a) Stats., or receiptsnder ssTax 2.490r2.495 as in proportion to the amounts of their numerators.
applicable,which would otherwise be included in a combined gyample: Combinel Group XY consiss d Membe X and Membe Y. In its &x-

groupmembets modified sales factor ableyea 2009, Group XY has mmbinel nitary incone d $50,000 X and Y have

. . the following gpportionmen factors:
ass—
1. If a sale is made by a combined group member to a p Mermber X Member Y

throughentity which is more than 50 percent owned, directly or——
indirectly, by members of theombined group as provided in Nodfied Sales Factor $5,000 $15,000
subd.3., the selling member shall subtract from its modified salegeparate Company
factornumerator and denominateis applicable, an amount equal penominator (310,000) $5,000
tQ the gross receipts O,f .the sale munlplIEd by the sum of ¢_’:l|l com hemodified sales factor denominator sum of the separate company denomina
binedgroup members’ interests in the pass—through entity asté,is ($5,000). The amount of combined unitary income that would be apportioned
the date of the sale. Thaibdivision applies to the extent the gros® Xlls $12,500 (= $50,000 x ($5,00820,000)). The combined unitary income that
receiptsof the sale aretherwise includable in combined unitaryou'd e ap?‘_”“l"”‘]fd oy 'fs $37’5|0° (‘f$50'000 X ($15,000/$20,000)).
income. For purposes of this subdivision, a combined group (9) Multiple factor formulas.f a combined group membisr
member’sinterest in the pass—through entitycdishe date of the 'equiredunder s71.25(10), Stats., to use an apportionment for
salemeans th@ercentage of the pass—through ersitgcome or Mulaprescribed in sdax 2.462.465 2.47,2.4752.48 2.50 or
lossthat is allocable to the member in the taxable year cfafee 2.502 the membés modified sales factor is computed as follows:

Examples: 1) Combined Group LMonsists of Member L and Member M. L 1. The numerator (.Jf the modified sales factor is the product
ownsa 40% interest in Partnership B owns a 60% interegt Partnership.POn  Of the membeés apportionment percentage computed under ss.
March1, 2010, L sells a widget to Partnership P for $10,000, and this sale is inclqigx 2.46 2.465 2.47, 2.475 2.48 2.50, or 2.502 as applicable,
able in Group LMS combined unitary income. In its computation of apportionme f :
factorsfor 2010, L must subtract an amount of $10,000 (= $10,000 x (46086)) ”é5|f the_ member were not a memiuéra combined group except
from the modified sales factor denominator and, if applicable, from its numeratosprovided in subds3. to5., and the membé&s separate company

2) Assume the same facts as Example 1, except that Member L owns a 25% intslegiominatodetermined in subc.
andM ownsa 50% interest in Partnership IR its computation of apportionment fac 2. Except as provided in sub@1o5., the membes separate

torsfor 2010, L must subtract an amount of $7,500 (= $10,000 x (25% + 50%)) from . e -
themodified sales factor denominator and, if applicable, from its numerator companydenominator for purposes thie modified sales factor is

2. If a sale is made by a pass-through entity to a combin&@ membeis total company sales that would be includable in the
group member and more than 50 percent of pass—through salesfactor computed under 81.25 (9) Stats., as if the member
entity is directly or indirectly owned by membesithe combined Wererequired to use the sales factor and were not a member of a
groupas provided in sub@., each member with an interesttie combinedgroup.
pass—througtentity shall subtract from itsodified sales factor 3. Neither the numerator nor denominator shall include
numeratorand denominatoas applicable, any amount attributaamountsthat are noincluded in or directly related to income
ble to the sale. This subdivision applies to the extent the grogscludedin the combined unitary income as computed usdbr
receiptsof the sale aretherwise includable in combined unitary(6).
income. 4. Intercompany transactions shall be excluded or recognized

Example: Combined Group ST consists of Member S and Memb& dwns a  in the numerator and denominatas applicable, in the manner
20%interest in Partnership R. T owns an 80% interest in Partnership R. On Octayeiscribedn par (d).
1, 2010, Partnership R sells a widget to S for $20,000, and this sale is includable in .. . .
Group ST$ combined unitary incomeln its computation of apportionment factors 5. To the extent the computati@mthis paragraph involves the

for 2010, S must subtract an amount of $4,000 (= $20,@009) from its sales factor salesfactor as provided in §.1.25 (9) Stats., the provisions of
denominatorand, if applicable, from its numerato8imilarly, T must subtract an ars.(c) and(e) appl
amountof $16,000 (= $20,000 x 80%) from its sales factor denominator and, if ap[ﬂ ' pply

cable,from its numerator (h) Alternative apportionmentl. The provisions of Sax

3. For purposes of subdk.and2., a pass—through entity is 2.395may applyto combined group members. The determination
ownedmore than 50 percent by combined grovgmbers if the of whether an alternative apportionment method unddias.
aggregateamount of thecombined group members’ interests ir2.395may be used is made for each corporation within the com
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binedgroup rather thafor the combined group itself. If the ater  (d) Earnings and prfits. A combined group membsreara
native apportionment method employed undeffax 2.395is a ingsand profitsshall be adjusted to reflect the undistributed €arn
formulathatincludes multiple factors, that corporation shall eomings and profits of a subsidiary that is a member of the same com
puteits modified sales factor in the manner described in(@ar bined group in the manner prescribeid sub. (6) (Q).

2. Notwithstanding the provisions of Bax 2.395 a qualify  Intercompanyinterest and other expenses shall be included
ing combined group may petition the department to use an altertieeseadjustments, even if those transactions were disregarded in
tive apportionment method, as provided iTax 2.64 the computation of the membBerincome for the taxable year as

(i) Apportionment factors for dual-soted income.lf a cor ~ Providedin par (a).
porationis eligibleto exclude foreign source income from com (9) NET BUSINESSLOSSES A combined group member may
binedunitary income undesub.(4) (d)to(f) and the Internal Rev carryforward its net business loss as provided iT$26 (4)and
enueCode requires the corporation to source a transaction b@th45(4), Stats. A net business loss carryforward is an attribute
within the United States and without the United States, the corgd the separate corporation rattiean of the combined group.
ration shall excluderom its modified sales factor any amountdiowever,s.71.255 (6) (bjand(bm), Stats., provides thatam:
attributableto the portion of the transactidhat constitutes fer binedgroup member maghare all or a portion of its net business
eign source income under su@) (c). The amounts excluded losscarryforward with the othenembers of its combined group
from the modified sales factor under this paragraph shall be theertain conditions are met. This subsection explains which net
amountsincludable in the modified sales factor as if the transabusinessloss carryforwards are sharable, htwcompute the
tion was sourced entirely within the United States, multiplied sharableamount, and how to apply the shared losses. The follow
the percentage of the transactismgross receipts that constitutesng rules apply:
foreign source income under sy#) (c). (a) Sharable loss carryforwas. A combined group member

(8) INCOME COMPUTATION FORGROUPSDOING BUSINESSSOLELY ~ may share its net business loss carryforward incurred in a taxable
IN WisconsIN For combined groups that are engaged in busingssarbeginning on or after January 1, 2009 with other combined
solelyin Wisconsin, and therefore not eligiltie use apportion group members to the extent that all of the followdogditions
ment,each membés net income subject to combination is deteraremet:
minedon a separate entity basis and then adjusted to reflect the1. The net business loss is attributable to combined unitary
member’sstatus as a combined group membiérese incomes are incomeincluded in a combined report.
addedtogether to arrive at the combined unitary incoribere 2. The member originally computed the net businessinoss
fore, if some combinedroup members have net income from thé,e combined report for the same combined group as the com
unitary business and others in the same group have net 10ss figbq group that will use the shared loss carryforward, regardless

the unitarybusiness, the combined grosifax liability is based on f \yhether corporations have joined or left the combined group in
the total aggregate net income or loss of the unitary businegsaintervening years.

Wheneach member computes its share of the combined unitary 3. The member is still a member of the combined group

income,the provisions of sulf6) apply except that the modifiea S :
tionsin pars.(a) to (d) are required: gﬁ;fggedm subd.2. for the yearthe loss carryforward will be

(a) Intercompany transactionsTo the extent that sul6) (b) (b) Non-sharable losarryforwards. A combined group

does not applyntercompanytransactions that consist of interest ber'snet business loss carryforward incurred in a taxable

or other expenses paid, accrued, or incurred by one membe, >
anotherare disregardesbo that they neither increase nor decrea rbeginning on or after January 1, 2003 that cannshieed

amembets net income or loss. This paragraph does not apply) lltr; omerfclcl)mb_and group members includes amounts attributa
intercompanytransactions which occurred in taxable years begiR €10 the Tollowing. ) T

ning before January 1, 2009 or to intercompany transactions 2. Net business losses attributable to separate entity items.
wherethe income, expense, gain,loss would not otherwise be 3. Net business losses attributable to fedint unitary busi
subjectto combination. ness.

(b) Capital gains and lossesl. The net capital gain or loss, (c) Order of carryforwads. A combined group member shall
afterapplyingany sharable net capital loss carrygisfirst deter  apply net business loss carryforwards in the following order:
minedfor the combined group as a whole in the manner described 1. Net business loss carryforwards incurred by that same
in sub.(6) (c) 1.to3. Iftheresult is a net capital gain for the groupmemberin taxable years beginning before January 1, 20a8gin
the net capital gain is assigned to the members that would haverderthat the underlying net business losses were incurred.
netcapital gairfrom the unitary business if they were not mem 2 sharable and non-sharable net business loss carryforwards
bersof the combined group, in proportiontte amount of that net ynder par(d) incurred in taxable years beginniogor after Janu
capitalgain. If the result is a net capital loss for the group, the ngky 1, 2009, in the order thatie underlying net business losses
capitalloss is assigned to the members that would have a net caireincurred. If the net business loss carryforward to be used
tal loss from the unitary business if thergre not members of the consistsof both a sharable amount and a non-sharable amount
combinedgroup, in proportiorto the amount of that net capitalincurredin the same taxable yegite amount of sharable and non—
loss. o sharablecarryforward used shall be determirmta pro rata basis

Note: See Example 2 under sub. (6) (c) 4. dorexample of this assignment accordingto the amount of each type of carryforward available

method. from that year
2. After applying subdL., each member computes its net-cap Y

ital gain or loss from separate entity items and applies the-proyj 3 For loss carryforwards shared in a taxable year that begins
sionsof sub.(6) (c) 5.t0 7., except that in applying the provisionsaiter December 31, 2a1 pre-2009 net business loss carry

of sub.(6) (c) 6, the applicable apportionmepércentage is one forwardsunder par(dm).
hundredpercent_ Example: Combined Group EFG consists of Member E, MembemB Mem
. . . L. berG.E has the following loss carryforwards:
(c) Basis adjustmentsA combined group membarbasis in

stockof a subsidiary that is a member of the same combined group Year incurred | Sharable Carryforward Non'igfﬂ:f Carry
shallbe adjusted in the manner prescribedub.(6) (f). Inter 2008 - (510,000)
companyinterest and other expenses shall be included in these 2009 ($6,000) ($2,000)

adjustmentseven if those transactions were disregardethén I 2010. E5 share of combined unitary i s te enity it |

H H n s Share of combined unitary income pi eparate entity items equal
c_ompl_Jtatlonof the membés income for the taxable year as'pr0$14,000. After using its carryforwards tofsét this income, E has $4,000 of rerain
videdin par (a). ing net business loss carryforward (= ($10,000) + ($6,000) + ($2,000) + $14,000).
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Of this amount, a portion is a sharable carryforward that may be applied against Fuaritaryincone is $20,00 (its $L,00 carryforwad is wnsideredised againg its
G's shares of combined unitary income in the manner described {d)paBince loss  $3,000net income from separaé entity items before its dhare d combinel unitary
carryforwardsare applied in the order incurred, the $10,680yforward from 2008 income)and D's ajustel share d combine unitary incone is $5,00 (= $20,000
is used in its entirefyand $4,000 of the 2009 carryforward is used. The portion 6f$15,000) The aygregaé $harabk anourt exceedghe sim o C and D's ajusted
E’s remaining carryforward from 2009 that is sharabB3®00 (= $4,000 x [$6,000 sharesof the ammbinedunitary income which is $£5,00 (= $20,0® + $5,000).
/ $8,000]) and the portion that is non-sharable is $1,000 (= $4,000 x [$2,000hus,C and D's aljusted sharesof combined wnitary incorre ae fully offset by the

$8,000]). aggregatsharabé anount.
In 2012, E has the following loss carryforwards: After theaggregae sharabé anourt is gplied, the emainirg aggregae $arable
Non—sharable Carry amountis $15,00 (= $40,0M - $£5,000) Snce the remainirg sharabé anount
Year | d Sharable Carryf d 2 remainsan dtribute d the crporatio that originally incurred the loss & the end
earfneurre arable Larrylorwar forward of 2010, A would have $9,000 (= $15,0® x ($24,0® / $40,000) in remainirg net
2009 ($3,000) ($1,000) businesdoss arryforward and B would have $,00 (= $15,00 x ($16,0® /

$40,000))in remainirg ret busines loss arryforward.

oo (54.000) (56.000) (dm) Pre-2009 net business loss carryfordar 1. For a com
" . k X | . 'd 63 6001 binedgroup membeés first taxable year beginning after Decem

In addition, E has a pre-2009 net business loss carryforward of $3,8GMhaEe P _ P
of combined unitary income plus its separate entity items for 2012 equal $16,OB&r31’ 201, the member maﬁﬁer usmg_ the pre 2009 net busi
After using its carryforwards toffset this income, E has $1,000 of remaining nel1€SSloss carryforward to éet its own income for the taxable
bu$§il%egg8§s %arwfotwa[d (= ($3')200) + ((j$3,00(;_) +t($l,tlzog)t+ $§4,00<t))b+ ($6,009)ear,and after using sharable losses figetfits own income for
+ $16, . Since the loss carryforwards are first applied to the net business _ ;
carryforwardsncurred in 2009 and aftehe $4,000 carryforward fro2009 and the taxable yeause S pgrcent of trme 200%net business loss
$10,000carryforward from 201 are used in their entiretyhe remaining $2,000 of carryforwardto offset the income of all other members of the eom

losscarryforwards are applied to the pre—2009 net business loss carryforward. Higed group for the taxable yeand for each of the 19 subsequent
remainingpre-2009 net business loss carryforward is $1,000. taxableyears

(d) Method of sharingThe amount of net business loss carry ) . .
P . Example: Member Aof Wisconsin Combined Group ABC has pre-2009 netbusi

forward_under par(c) 2. eligible for sharing shall be CompUtednessloss carryforwards of $100 million as of December 31, 2008.stare of the
andassigned as follows: combinedgroups income is $2 million in 2009, $3 million in 2010, and $5 million

: 3 f i 2011. As one-time calculation of the annual 5% sharable amount is $4.5 million,
_1' Each Comb'nEd group member Sha” f_'r3t apply its tOtil%mputecblsfollows: [$100 million pre-=2009 net business loss carryforward less the
availablenet business lossarryforward against its total ¢on-  taxableincome ofset by the net business loss carryforward ($2 million in 2009, $3
sinincome as Computed under S(@) (a) to (g)‘ inc|uding net million in 2010, and $5 million in 2a) multiplied by 5 percent].
incomeor loss attributable to separate entity items. A combinedn 2012 Member /& share of the combined grosisconsin income is $1 il

f H lion. Member A first applies its pre—2009 net business loss carry—forward against its
9r°“pmembe‘.3 “‘?t busmess loss carryforvvamhll be _ConS'd $1 million share of the combined grospMsconsin income. The remaining mem
eredused against its net income from separate entity items befBgRof the group may use the $4.5 millisnarable loss to fst the remaining group

its share of combined unitary income. incomeon a proportionate basis. Assuming the combined group has énoagte
. in 2012 to fully use the entire $4.5 million in pre—2009 net business loss carryforward,
2. Each member shall then separate any remaining net bigsdpre-2009 net business loss carryforward available in 2013 is $84.5 million ($90

nessloss carryforward into theharable amount and the non—shamillion total sharable loss less $1 million of Membés ikcome diet by the net
able amount,as applicable, using the ordering rules in g boaesioss camy fonyard, ees S15 milon shatabie oes wlzeq by e cerpora
The sharable net business loss carryforward amounts for e iningyears of the pre-200garry—forward, and the remaining members of the
combinedgroup member shall then be aggregated, except that birr&edgrﬁup V\:t%re erLig;bllfl to rshazrg égenfutllb$4-iﬁ millilon ne:/ bitllsggg?évlvti)usi carry-
combined group member that elects not to share ItS_ Sharaa@?nill%ic(&%amiﬁign%gnuglpsﬁarable Iozs c%%;ustsedoiiz%l% ﬁass $1 millign loss
amountas provided in pagh) may exclude some or all of its shar usedby Member A in 2012).
ableamount from the aggregate sharable amount. 2. Except as provided in pdg), relating to insurance com

3. Except as provided in p&g), relating to insurance com panies,the sharablgpre-2009 net business loss carryforward
panies.the aggregate sharable amount shathémgned to each undersubd.1. shallbe assigned to each combined group member
combined group member in proportion to its share of combin&uproportion to its share of combined unitary income as computed
unitary income as computed in sulf8) to (8), net of any losses in subs(6) to (8), net of any losses from separate entity items or
from separatentity items or loss carryforwards already appliedoss carryforwards already applied. An amount may not be
The sharable amount may only be assigned to a member to @issignedo a combined group member whose share of combined
extent the memb&s share otombined unitary income has notunitary income is zero or less. Any remaining sharaiteunt
alreadybeen det by losses taken into account under slibdin  becomegart of the combined grougpre—2009 net business loss
amountmay not be assigned to a combined group memhbese carryforwardthat maybe shared by all combined group members
shareof combined unitary income, net of any losses alreadly subsequent years.
appliedby the member under suldd, is zero or less. Example: Member D of Combined Group DEF has a pre-2009 net business loss

ini i i ry—forwardof $2 million as of January 1, 2012. The 5% sharable amount allowed
4. Ar.]y remaln_ln_g Sha'fab'e amount remains an attribute of tﬁgﬁmembers E and F in each year for taxable years 2012 through 2031 is ${58,000
corporationthat originally incurred the loss. The aggregate-shafijiion net busineskoss carryforward multiplied by 5%). MembesEroportional

ableamount used under sul&.shall be considered used propor shareof the $100,000 sharable net business loss in 2@2DiO00. After using all

i i otherallowable losses, Member E has $20,000 in income remaininsé afainst
tlonatelyfrom the sharable net business IoaHyforwards of the its share of the pre—2009 net business loss carryforward. The remaining $10,000 net

corporationsvhich contributed to the aggregate sharable amoupisinessoss carryforward not used by Member E in 2012 becomesfithe com

Example: Combined Group ABCD consists of Member A, Member B, Memb inedgroups pre—2009 net business loss carryforward that may be shared by-all com
C, and Member D. The corporations have the following net business loss ca énedgroup members in 2013 and is in addittorthe 5% net business loss carry

i i . rward previously computed. As a result, the net business loss carryforward
forwardsand net income amounts in 2010: availablein 2013 is $10,000 ($100,000 combined group yearly sharable loss plus
Member Member Member Member MemberE’s $10,000 proportional share of the $100,000 loss in 2012 that was not
A | B C D fully utilized by Member E in 2012).
Net business loss 3. Notwithstanding the provisions of s&1.26 (4) (a)and
carryforward — ($28,000) | ($24,000) | ($1,000) $0 71.45(4) (a) Stats., under s§1.26 (4) (b)and71.45 (4) (b)
1/1/2010 \
i Stats.,any unused pre—2009 net business loss carryforwatdr
Share of combined | ¢3 555 | §10,000 = $20,000 | $20,000 : i
unitary income i ' ' ' subd.1. may be dbet against the income of the memberthef
Net income from combinedgroup for the 20 taxable years that begin after Decem
separate entity items $1,000 ($2,000) $3,000 ($15,000) ber31, 201.
Remaining net . ’
. Example: As of December 31, 2008, Memh@rof Combined Group GHI has a
business loss cary | ($24,000) | ($16,000) $0 $0 losscarryforward of $30,000 that is in theflgiear of the 15 year carryforward period
forward unders.71.26 (4) (a) Stats. Member G does not have any income feebthe

Assumedl of A and B's ret busines loss arryforwards ae sarable The gggre-  $30,000loss carryforward iiits taxable years beginning in 2009, 2010, orl2(Hor
gatesharabe anourt is $10,0M (= $24,0 +$16,000) This anourt may be dlo-  taxableyears beginning on or after January 1, 2012, Member G is allowed to use the
catedto C and D basel upon their respectie shares of combinel unitary income  $30,000pre—2009 net business loss carryforward fsepfany of its own income first,
aftergpplying any losse from sparaé entity items Cs aljusted share d combined  thenoffset its proportional share @ombined Group GH¥'income, and finallyany
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E?rfpe%igp(%%é ey, ggesrfg;ege%ri(%gti&g?stelxﬂ among ther g_tg%ro gﬁggg%irss}n@;‘sgdousineséoss carryforward for a taxable yedFhis election does
Iosscarryfo?ward. of $30,0(')0' begins a new éérryforward Eeriod of 20 years from ﬁ'sOt reduce the amount of carryforward ava"d‘*_ethe fOHO_W'ng_
taxableyear beginning in 2012. taxableyear nor suspend the carryforward period providessin
(e) Departing combined gup membersExcept as provided 71.26(4) and71.45 (4) Stats.
in subdsl. and2., if a corporation leaves a combined group oris 2. A combined group member may alslect not to share a
no longer eligible to be a combined group memb®Ecorpora  portionor any of its sharableet business loss carryforward with
tion’s remaining net business loss carryforward matybe shared other combined group members. Howevifrthe corporation
with any other combined groups but shall be available only to thdfaresany part of its sharable net business loss carryforward, the
corporation. The following exceptions apply: sharedamount shall be divided among all members in the manner
1. If a subgroup of two or more corporations leaves a-correscribedin this subsection, except asherwise provided in
binedgroup on the same date and immediately thereafteothe pars.(d), (e) 1, and(g) 3. A combined group memberelection
porations become a separate combined group or together becaitter this subdivision is ééctive only for the taxable year in
membersf a new combined group, those corporations may shaybich theelection is made and shall have nfeef on the mem
their remaining sharable net business loss carryforwards attribgr’s ability to share net business loss carryforwards in future tax
ble to the former combined group with one anatteor purposes ableyears.
of the computations ipar (d), the new combined grouptom (i) Applicability of Internal Revenue Codé. Notwithstane
bined unitary income shall based in place of the former cem ing the provisions of this subsection, the total amount of net busi
bined groups combined unitary income. This subdivision als@essloss carryforward that may be used by a combigedip
appliesto combined groups that ngerto become a new combinedmembetror shared with other combined group members for-a tax
groupby operation of the controlled group election as describeileyear is limited by sectioB82 of theInternal Revenue Code
ins.Tax 2.63 (2) (c) as provided in s71.26 (3) (n) Stats. SectioB82 of the Internal
2. If a corporation leaves a combined group or is no longBevenueCode shall be applied without regardhie federal con
eligible to be a combined group membaut subsequently rejoins Solidatedreturn regulations under sectids02 of the Internal
the combined group, the corporation may shigsenet business RevenueCode.
loss carryforward with that combined group to the extent the 2. If a combined group member is acquired by another com
carryforwardotherwise qualifies assharable loss carryforward bined group membersection381 of the Internal Revenue Code
under par(a). controlswhether the acquiring corporation may sucdeetie tar
(f) New combined gup memberslf a new member joins the getcorporatiors net business loss carryforwardsis#éénsin fol
combinedgroup oris formed within the combined group, thelows section381 of thelnternal Revenue Code, but modifies it in
membermay use the net business loss carryforwards sharedshyl1.26 (3) (n) Stats., so that it applies taisdlonsin net business
othercombined group members in the same manner as descrilgss carryforwards instead of federal net operating loss €arry
in this subsection, evahthose losses originated before the nevevers. If the acquirer succeeds to thegitrcorporatiorns net busi
member was part of the group. nessloss carryforwards, the et corporatiors carryforwards
(g) Special rules for insurance companidsnder s71.45 (4) shallbe treated as originally incurred the acquiring corporation
Stats.,the net business loss of an insurance company canfggshall maintain their character as sharable or non—sharable.
includethe dividends received deduction provided inls26 (3) 3. The separate return limitation year provisions of the federal
(), Stats. Furtheman insurance company may not use net busingsgulationsunder sectio1502of the Internal Revenue Code do
loss carryforwards in cases where its franchise or income tagt apply to net business loss carryforwards. The provisibns
liability is limited by two percent of its gross premiums as prdhis subsection apply in place of these limitations.
videdin s.71.46 (3) Stats. Therefore, the following rules apply: (10) Crepits. A credit is an attribute of the separate corpora
1. For purposes of applying 81.45 (4) Stats., if a dividend tion rather than of the combined group, and credits are computed
qualified for both the dividends received deduction und@i<26 for each corporation separatellowevers.71.255 (6) (c)Stats.,
(3) (j), Stats., and the elimination of dividends under &gi(e) provides that a combined group member may share all or a portion
the dividend is considered to be eliminated unseb.(6) (e) of its research credits with the other membefrshe combined
ratherthan deducted under&1.26 (3) (j) Stats. group. For purposes of this subsection, the term “research credit”

2. If an insurance company is a member of a combined grofj§ansonly the research expense credit undef7$28 (4)or
thatis engaged in business both within and outsigeedvsin and /1-47(4), Stats., and the research facilities credit undetis&8
hasa net business loss, the dividends received deduction that sfRIPr 71.47 (5) Stats. Thisubsection explains how credits are
be added back to that loss includes the insurasmmpanys computedand applied as well as the special rules that ajply
apportionedshareof the total dividends received deduction whictiesearcreredits.
wasdeducted from the combined unitary income und@i.26 (a) Nonrefundable aedits other thanaseach credits. A com
(3) (j), Stats., regardless of whether the insurammwapanywas binedgroup membeés nonrefundable credits other thasearch
the combined group member which received the dividend.  credits,including carryforwards of those credits, may only be

3. If an insurance company is a combined group member d#gedby that combined group member tdset the tax liability
its tax liability measured by its total ¢onsin net income as pro attributableto its owntaxable income as computed under $&p.
videdin sub.(5), including any net business loss carryforwards (b) Refundable adits. Any refundable credits computed by
availablefrom other combinedroup members, exceeds two-pera combined group member shall be claimed on the combined
centof its gross premiums as defined irV6.62 Stats., plus 7.9 returnand refunded to the designated agent to the extent not used
percentof the income described in sifb) (f), its tax liability shall to offset the total tax liability reported on the combined return.

be limited to two percent of the gross premiums plus 7.9 percent(c) Sharing of esearchcredits If a combined group member
of the income described in syb) (f). If the insuranceompanys  computesa research credit, or has a carryforward of a research
tax liability is limited in this mannerits business loss cafry credit,the membemay share a portion or all of the credit with the
forwardsmay not beshared with any other combined group menpthermembers. For purposes of determirting sharable amount,
bers, and if the group is otherwise sharing loss carryforwards, 1gss provisions of sub(9) (€) and(f) apply to available research
carryforwardsmay not be assigned to the insurance company creditsin the same manner as they apply to net business loss carry
(h) Elections. 1. Although a combined group member igorwards. Research credit carryforwards incurred in taxable years
entitled to the benefit of a net business loss carryforward, theginningbefore January 1, 2009 are sharable to the extent the
membermmay elecinot to use a portion or any of the available netorporationwith the credits would have been a member of the
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combinedgroup had s71.255 Stats., been infefct and required thatthe research is funded by another combined group member
combinedreporting in thosgears. The method of sharing thes¢he expenseshall be considered qualified research expenses of
creditsis as follows: the combined group member performing the research, and the

1. Each combined group member shall first apply its tot&gimbursemenfrom the combined group member funding the
availablecredits, including its research credits, againsgitss esearchmay not be considered a qualified research expense of the
tax liability, if any, including its tax liability attributable teepa  funding member Regardless of where tfiending member is
rateentity items. A combined group membsravailable credits '0cated the research must be performed in this state to qualify for
shall be considered used against its tax liability from separdfte research credit for sconsin purposes.
entity items before its tax liability from its share of combined uni Example: Combinal GroupAB consist d Membe A and Membe B. In Year
tary income. Ailable credits shall be used in the order specifi %Pﬁ;{ggiﬁ;eggg‘gcﬁo&‘}grﬁqug'tft'g’ researchunda ectiondl(d) of the
in s.71.30 (3) Stats. A combined group member may elect t@her A provides funding for al of B's researb a a markup of 10%. Neither A nor

apply a carryforward of a research credit before applying tﬁ’ecpeeg%wnfy ﬁtgfvcgsaagh“gugpgegegslé Qg’ﬁ}%????@%g;ﬁéﬁiﬂ
B VI y whnl u ualifi |
researctcredit computed for the current taxable year fundedby A. On AB’s Yea 1 ombined return B may include $200,0® o qualified

2. Each member shall then separate any remaining availa@%aﬁrﬂmgcéf A(= @226?3 ;nﬂl?éOg) TE;';‘Q?J}, Esdﬁmspnuggimm%tgeaisrgqch
researcheredit into the sharable and non-sharable amount, §§<ci the sime ombinel goup the funding arangemenbetwe A and B s
applicable. The ordering rules provided in siB) (c), relating to ignoredfor purpose o computirg the researh credit.
net business loss carryforwards, also apply to research credit(e) Applicability of Internal Revenue Cod&he provisions of
carryforwards. The sharable research credits for each combinedb.(9) (i), as they relate to net business loss carryforwards, also
groupmember shall then be aggregated, except that any combiaggly to carryforwards of credits under this subsection.
group member that elects not to sharestarable amount may Note: SectionTax 2.61linterprets s71.255 Stats.
excludesome or all of its sharable amount from the aggregateistory: EmR1001emeg. cr. ef. 1-15-10,CR 09-064cr. Register April 2010

harableamount. No. 652 efl. 5-1-10;CR 12-006am. (9) (intro.), (a) (intro.), 1 (b) (intro.),(®)
shara (b) 1., r and recr(9) (c)Register July 2012 No. 676f.. 8-1-12;CR 13-078am.

3. The sharable amount shall be assigned to each combik@d®) 4., (0) 4., (g) (intro.), Register April 2014 No. 7Q@f. 5-1-14.
groupmember in pl’OpOI’tiOI’l to its tax Iiability from its share of Cross Refeence:See s. @x 2.60 for definitions that relate to this section.
combinedunitary income. The sharable amount may only be . . .
assignedo a member to the extent the menbéax liability from Tax 2.62 Unitary business. (1) Scope Sectior71.255
combinedunitary income has not already beefsef by other (2) (@) Stats., provides that a corporation engaged unitary
creditsand carryforwards applied by that member under slibd.Pusinesswith one or more other corporations in the same-com
An amount may not be assigned to a combined group mem nly controlled group iggenerally required to determine its

hosetax liability f ; itary i h fully Shareof income from that unitary business using a combined
\(,)fosoest%;xotlﬁgrl Ic)r/e(;(i)tg combinedinitary income has been fully report. Section71.255 (1)(n), Stats., defines “unitary business.”

L . . Th r f thi ion i rovide further interpretation of
4. Any remaining sharable amount remains an attribute of tﬂ?eerreleja%?r?g gf EurlsitZ?;:tb%sirS]:etgse'o de further interpretation o

corporationthat originally generated the credit.he aggregate 2 G A unitary busi s ginal |
sharableamount used under sutiishall be considered used pro, (2) GENERAL. A unitary business issingle, commonly con
trolled economic enterprise for which the components of the

portionately from the sharable research cramfithe corporations enterprisearesuficiently interdependent, integrated, and interre
which contributed to the aggregate sharable amount, latedthrough their activities to suchdggree that if the enterprise

Example: Combined Group FGH consists of MembeMemberG, and Member  ; i ; ithi i i
H.F G, and H have the following amounts in 2010: is doingbusiness both within and outside a state, the state-is per
mitted under the U. S. Constitution to tax a fairly apportioned

Member F Member G Member H ; .
Current year research (83.000) shareof the total net income of th_e enterp.rlse. .
expense credit ’ (@) Commonly contlled. A unitary business may consait
Current year economic ($17,000) asingle entity or a group of two or more related entitiesuding
development credit corporations, tax—option corporations, partnershipmited
Research expense credit | ($20,000) (16,000) liability companiessole proprietorships, estates, and trusts. A
carryforward group of related entities may satisfy the commonly controlled
;ﬁ:;'('ff:;g rg?glg%’: $8,000 $5,000 $20,000 requiremenbf a unitary business if they are related in any of the
Tax liability from separate $1,000 $2,000 following ways:
entity items 1. The entities areelated under the provisions of sectR§v
Net tax _ $0 $0 $5,000 of the Internal Revenue Code which disallow losses on sales
Remaining available ($15,000) | ($10,000) betweerrelated persons. By reference, this includes the rules in
research expense credit

section707(b) of the Internal Revenue Code, relating to paftner
Assumeall of the research expenseedit carryforward is sharable. The aggregat%hips

sharableamount is $25,000 (= $15,000 + $10,000his amount may be assigned : . )

to H to the extent of its tax liability from its share of the combined unitary income after 2. The entities are related under secfi663of the Internal

applyingits own credits. AfteH applies its own credits, the remaining tax liability i i “
from combined unitary income is $5,000 (= ($17,000) + $2,000 + $20,000; RevenueCode, which defines a “controlied group of corpora

S » :
$17,000economic development credit is applied againstiédity from separate it'ons for federal income tax purposes.

entity items before tax liability from combined unitary items). Since this amount is iti ot “
lessthan the aggregate sharable amount, the entire remainder taikHiability from 3. The entities are corporatlonrsthe same commonly cen

combinedunitary income ($5,000) is fskt by the aggregate sharable amount. tm”ed”group" for\/\ﬁs_consm purposes. “Commonly controlled
After the aggregate sharable amount is applied, the remaining aggregate sha&(ﬂyp has the meaning given iN&L.255 (l) (C')Stats" as further
amountis $201g00 (:f ?125,000 - $5,0%O). ‘Si'nCTI the remaigin'? sha(rjable ahmotmjerprete(by s.Tax 2.61 (3)
of 2010, Fwould have 512,000 (= 520,000 (815,000 / $25,000)) n femaining (?) Components of enterpriséThe components of eom-
research credit carryforward, and G would have $8,000 (= $20,000 x ($10,0dglﬂn|y controlled economic enterpriseay consist either of divi
$25,000))in remaining research credit carryforward. sionsof a single entityor of multiple entities, or both. For pur
5. The provisions of sulf9) (h), as theyrelate to elections posesof this section, the term “participants” is useditscribe
applicableto net business loss carryforwards, apply also to-avaihesecomponents of an economic enterprise.
ableresearch credits under this paragraph. (c) Sufficiently intedlependent, integrated, and intefated.
(d) Exception for fundedesearch If a combined group mem 1. In general, the participants in a commonly contraieohomic
berincursexpenses that are otherwise qualified research expenseterpriseare considered a unitary business if their activigirs
undersectior41(d) of the Internal Revenue Code but for the factratea synegy andmutual benefit that produces a sharing or
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exchangeof value among them and a significant flow of value to 2. Each participant ithe enterprise is either dependent on, or
the separate parts. Subsect{@)presents indicators that sharings depended upohy, one or more other participants in the enter
or exchange and flow of value are present. prisefor achieving one or more nontrivial business objectives.

2. The participants ia commonly controlled economic enter 3. The economic enterpris#fers one or more participants
prisemay also be considered a unitary business if there is unitysoineeconomief scale or economies of scope that benefit the
operationand use, as further explained in s{4). enterprise.

3. Under s.71.255 (1) (n) Stats., the definition of “unitary 4. The prices chged on transactions between participémts
business”shall be construed to the broadest extent permitted e enterprise are inconsistent with the arms—length principle.
the U.S. Constitution. Thusase law provides additional guid However,if these prices are consistent with the arms—-length prin
anceto determine whether a unitary business exists. Subsectigple, that fact does not negate in any way the existence of a uni
(5) presents factors that have been considdngdhe U.S. tarybusinessExxon Corp. vDept. of Revenue ofi$onsin 447
SupremeCourt to be determinative of a unitary business. U.S.207 100 S. Ct. 21091980)).

(d) Fairly apportioned. If a unitary business has nexus iisW  (b) Examples of flow ofalue. Activities between participants
consinand is doing busines®th within and outside tonsin, thatconstitute a flow of value between them include airtie fot
anapportioned share of the unitary busineset income is tax lowing:
ableby Wisconsin under the rules this paragraph. If a unitary 1. Assisting in acquisition of assets.
businesss doing business only in ¢tonsin, no apportionment 2. Assisting with filling personnel needs.

appliesand all of the unitary businesshcome igaxable by - 3. Lending funds, guaranteeing loans, or pledging assets.

consinunless specifically exempt. The following rules apply to 4. Interolay in th ’ f i ' ion. including but

the apportionment of income of a unitary business: . Interplay In the area of corporate expansion, including bu
- ) . . . not limited to common future planning or development of the

1. For any participant in the unitabusiness that is not & enterprise.
memberof a commonly controlled group of corporations as pro 5. Providing technical assistance, general operationat guid
videdin s.Tax 2.61 (3) the participans income from the unitary ance or overall operational strateaic advice
businesds generally apportioned in the manpeovided by ss. ! | operatl g vice.

Tax 2.39 2.395 2.45 2.46, 2.465 2.47, 2.475 2.48 2.49, 2.495 6. Supervising. _

2.5Q or 2.502 as applicable. Howevgthe participant may be 7. Sharing use of trade names, patents, or other intellectual
requiredto apportion its income under the combined reportingfoperty.

rulesprovided in sTax 2.61if certain conditiongpply as further (4) UNITY OF OPERATIONAND USE. This subsectioexplains
explainedin s.Tax 2.61 (2) (f) whenparticipants in a commonly controlled economic enterprise

2. For any participant in the unitary business that is a memigée considered a unitary business because they have afnity
of a commonly controlled group of corporations as provided in@perationand use.

Tax 2.61 (3) the participans income fronthe unitary business  (a) General. If the participants in a commonly controlled eco
shallbe apportioned under the combirregorting rules provided nomic enterprise have both unity of operation and unity of use,
ins.Tax 2.61 they shall be considered engaged in a unitary business.

3. A corporation that is engaged in the unitary business may(b) Unity of operation.Unity of operation means there is func
haveboth apportionable income and nonapportionable income,tenal integrationamong the participants, and is evidenced gener
providedin s.71.25 (5) Stats. ally by shared support functions. Activities that indicate unity of

(e) Members ofunitary business that arnot in combined OPerationinclude:
group. It is possible that oner more members of a unitary busi 1. Centralized purchasing, marketing, advertising, aceount
nessmay not be members of a combined group. Menddersini  ing, or research and development.
tary business that may not members of a combined group 2. Intercorporate sales or leases, including equipment and real
includethe following: estate.

1. Individuals or entities that are considered “pass—through 3. Intercorporate services, including administrative, data
entities” for purposes of combined reporting under 5255 (1) management,computer supportemployee benefits, human
(m), Stats. This includes partnershitasiited liability companies resourcesjnsurance, taxompliance, legal, financial, and cash
treatedas partnerships, tax—option corporations, estates, trustsanagemenservices.
real estateinvestment trusts, regulated investment companies, 4. Intercorporate debts.
real estate mortgage investment conduits, and financial assets |yiercorporate use of proprietary materials, including trade
securitizationnvestment trusts. namestrademarks, service marks, patents, copyrights, and trade

2. Corporations whoseet income and apportionment factorgecrets.

'?';eanOtG]S.u(ZJ)eCt to combination under the watesdge rules of s. (¢ Unity of use. Unity of use is evidenced generally by
: centralizedmanagement or use centralized policies. Factors

3. Corporations that are related under the rules of se@&hs thatindicate unity of use include:
or15630f the Internal Revenue Code but are not in a “commonly 1 centralized executive force.
controlledgroup” as provided under$ax 2.61 (3) , 2. Interlocking directorates or corporatéiasrs.

() Members of combined gup thatare not in unitary busi Intercompany employee transfers.
ness. A combined group may include corporations that are not . -
Common employee and executive training programs.

engagedn a unitary business if the combined greugésignated o .
agenthas properlynade the controlled group election as provided Common hiring and personnel policies.
Common recruiting programs.

in s.Tax 2.63
(3) SHARING, EXCHANGE, AND FLOW OF VALUE. (@) General. Common employee handbooks.
Participantin a commonly controlled economic enterprise have 8. Common employee benefit programs.
sharing or exchange of value among them and a significant flow(s) Factors consiDEREDBY U.S. SUPREMECOURT.  Since, as
of value to the separate parts, and thus are a unitary business, fRgVidedin s.71.255 (1) (n)Stats.the definition of “unitary busi

No ok w

of the following are true: ness”shall be construed to the broadest extent permitted by the
1. The participants in the enterprise contribute or are expectéds. Constitution, case law provides further guidance to deter
to contribute in a nontrivial way to each ottseprofitability. mine whether a unitary business exists. Subsec{@nand(4)
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arereflective of that case lawFactors that have been consideredresumedo be correct if the taxpayer unreasonably refuses to
by the U.S.Supreme Court to be determinative of a unitary-bugprovide informationpertinent to the determination of a unitary

nessinclude: business.
(a) Unity of use and managemeutler Bios. v McColgan (h) Noncontolling factors. The following factoramay not
315U.S. 501 508,62 S. Ct. 701704 (1942)). negatethe presumptions in par@) to (g):

(b) A concrete relationship between the out-of-state and the 1. The use of arms-length pricing for sales, exchanges, or
in—stateactivities that is established by the existence of the unitargnsfersbetween entitiesHxxon Corp. vDept. of Revenue of
businesgContainer Corp. of America ¥ranchise @x Bd. of Cal Wisconsin447 U.S. 207100 S. Ct. 21091980)).
ifornia, 463 U.S. 159167,103 S. Ct. 29832941 (1983)). 2. The fact that a business uses a separate accounting system,

(c) Functionalintegration, centralization of management, anghcluding separate accounting by division, by entity geograph
economief scale Kobil Oil Corp. v Comm’r of &ixes of ¥r-  ical area, by business function, or by business segment.
mont 445 U.S. 425438,100 S. Ct. 12231232 (1980)). (7) PASSIVEHOLDING COMPANIES (&) A passive holding com

(d) Substantiainutual interdependencE. . Wbolworth Co. panythat is in a commonly controlled economic enterprise and
v. Taxation and Revenue Dept. of NBl@xicq 458 U.S. 354371, holdsintangible assets that are used by the enterprizeinitary
102S. Ct. 31283139 (1982)). businessshall be deemed to lEmgaged in the unitary business,

(e) Some sharing axchange of value not capable of precisévenif the holding compang’ activities are primarily passive.
identificationor measurement — beyotite mere flow of funds (b) A passive parent holding company that directly or-indi
arisingout of a passive investment odiatinct business operationrectly controls one or moreperating company subsidiaries
(Container 463 U.S. at 166, 103 S. Ct. at 2940). engagedn a unitary business shall be deemed to be engaged in a

(6) PresumPTIONS The presumptions in pafg) to(g) apply ~unitary business with the subsidiary or subsidiaries, even if the
whendetermining whether participants in a commonly controlledolding companys activities are primarily passive.
economicenterprise are considered a unitary businéssy of (8) Pass-THROUGHENTITIES. For purposesf pars(a)and(b),
thesepresumptions may be rebutted the taxpayer or by the “pass—throughentity” includes a partnership, limited liability
department.However the noncontrolling factors ipar (h) may companytreated as a partnership, tax—option corporation, estate,
not be used to rebut these presumptions. or trust, but does not include corporations treated as real estate

(a) Horizontal integration. An entityor commonly controlled investmenttrusts, regulated investment companies, real estate
groupof entities is presumed to be engaged ina unitary busine@,@rtgagelnvestment conduits, or financial assetcuritization
whenall of its activities are in the same general line of busineggvestmentrusts.

(b) Vertical integration. An entity or commonly controlled (&) For purposes of determining the scope of the unitary busi
groupof entities is presumed to be engaged in a unitary busin8§ssany business conducted by a pass-through ¢héitys con
whenits various divisions, segments, branches, filiaaés are trolled directly or indirectly by a corporation shall be treated as
engagedn different steps in a vertically structured enterprise. conducteddy the corporation to the extent of the corporasioi

(c) Centralized managementAn entity or commonly con tributive share of the pass—through enstificome, regardless of

trolled group of entities that might otherwise be considered Ji Percentage of the corporatisrdwnership interest.

engagedin more than one unitary business is presumed to be(b) Any business conducted directly or indirediyone cor

engagedn one unitary business when there is strong central ma@rationis unitary with that portion of a business conducted by

agement coupled with the existence of centralized department@@pthercorporation through its direct or indirect interest in a pass-

affiliates for such functions as financing, advertising, researdfroughentity if the requirements of 1.255 (1) (n) Stats., are

anddevelopment, or purchasing. otherwisemet with respect tthe corporations’ interests in the
(d) Different business segmentan entity operatingiifferent pass—througlentity and the corporatiosse members of the same

businessegments within the ganizational structure of treingle CONTtgosﬂéggp;;glszﬂtgrrsgg's 71,255 (1) ()Stats
businessentity is presumed to be engaged in a single unitary busiyigiory " FmRr1001 emeg. cr. ef, 1-15-10.CR 09-064¢r. Register April 2010

nesswith respect to the business segments. No. 652 eff. 5-1-10; correction in (8) (intro.) and renumbering &(a), (b), (8) (a)
; i A and (b) made under 3.92 (4) (b) 1and7., Stats.Register April 2010 No. 65ZR
(¢) Newly acquied corporations. 1. Except as provideid 75752670 o 0 Redisier April 2014 No. 706H. 5-1-14.
subd.2,, \_Nhen a corporation acquires another corporatidhad "~ cyoss Refeences:See s. ax 2.60 for definitions that relate to this section. See
the acquired corporation is a member of a commonly controlledTax 2.61 (2) for more information on determining whether corporations are
groupfor the first time, it shall be presumed that the acquizing) requiredto use combined reporting. Seeax 2.63 for more information on the eon

X . - . . trolled group election.

acquiredcorporations are not engaged in a unitarginess for the
purchaser'saxableyear that includes the acquisition. If the-pur 154 263  Controlled group election. (1) Scope See
chaseiis already a combined group memfige taxable year that iy 71 255 (2m) Stats., allows a commonly controlled group of
includesthe acquisition is the taxable year of the combined 9roUrporationgo elect to include every member of the commonly
2. The presumption against unity in suttdshall not apply controlledgroup ina single combined group for combined report
if, immediately preceding the acquisition, the acquiring anfdg purposes.This section provides rules relating to making the
acquiredcorporations were engaged in a unitary busie@sst election,continuity of the election, and limitations of the election.
from being in the same commonly controlled group, or ifdée (2) MAKING THE ELECTION. Preapproval byhe department is
ignatedagent of the combined group has properly made the cQpyt required to make thelection. The designated agent of the
trolled group election as provided inEax 2.63 combinedgroup shall make the election on behalf of the group as
3. If either the taxpayer or the department rebuts the presurgigscribedn this subsection. Paragrafaf) provides rules relating
tion in subd.1., the provisions of s11.255 (9) Stats., relating to to identifying the designated agent in cases where a commonly
part-yeamembers of a combined group, shall apply controlledgroup consists of corporations that previously fésd

(f) Newly formed corporationsWhere a corporation enore morethan one combined group.
thanonecorporation forms, or has formed, a new corporation, it (a) Time period for making electionThe designated agent
shallbe presumed that the formed corporation is engaged iR a Whall make the election on an originaimely filed combined
tary business with the forming corporation or corporations frofgturn which includes all members of the commonly controlled
the date of its formation. group. A return shall be considered timely if it is filed by thes

(9) Refusal to ppvide information. The departmerd’deter ignatedagent on or before the ddate of the return, including
minationof whether an entitis engaged in a unitary business igpplicableextensions. If the return is timely filed without an
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extensionthe designated agent may make the electiofilihg 4. When a commonly controlled group that has made the con
anamended combined return on or before the end afuttmmatic trolled group election divests stock of onemore subgroups of
7-monthextension period provided in 81.24 (7)or 71.44 (3) membersso that the subgroups are no longer in the commonly
Stats. A return filed after the end of the automatic 7-month extenontrolledgroup, those subgroups are no longer bound by the con
sion period, whether an original or amended return, may ntblled group election, except if both theok value of total assets
constitutea valid controlled group election for the taxable year tof a subgroup and its total fair market value are greater than those
which the return applies, although an election mayilbd for a of the divesting group, then the subgroup is bound by the con
subsequent taxable year subject to the limitation in(&)Kc). trolled group election and the controlled group election of the

(b) Method of election andbguired documentationl. Forthe divestinggroup terminates on the date of the transaction.
first year the designated agent makes the election, the designate@) Renewal.1. After the ten—year period described in (g
agentshall check a designated line of the combined return te intfie designated agent may renew the election for another ten tax
catethat a controlled group election is irfesft. ableyears, without prior written approval from the department.

2. For the first year thdesignated agent makes the electiorf e renewal shall be made on an original, timely filed return for
the designated agent shall includestatement with the combinedthe first taxable year after completion die ten-year period.
return which lists every corporation that is a member of the cofeXceptas provided in sub@., therequirements for a renewal of
monly controlled group, and indicates treich corporation has an election are the same as for making the original election as
agreedo be bound by the election and thatetestion shall apply describedn sub.(2).
to any member that subsequently enters the group. 2. If the election is not timely renewed as provided in subd.

(c) Multiple former combined gups. 1. If a commonly con 1., the election is considered to be revoke_d by th_e designated
trolled group consists of corporations that previously filechase ~ 29€nt. In the case of a controlled group election that is not timely
thanone combined group, the controlled group election Crmte%neweda new electiomnay not be permitted in any of the next
new combinedgroup. For purposes of application of loss carryhree taxable years.
forwardsand research credits undeffax 2.61 each former com 3. The designated agent may renew the election on an
binedgroup included in theew combined group is a subgroup agmendedreturn filed after the end of the automatic 7-month
describedn s.Tax 2.61 (9) (e) 1and the corporations withizach extensiorperiod provided in s71.24 (7)or 71.44 (3) Stats., only
subgroupare eligible to share lossarryforwards and researchif the original return was consistent with the controlled group elec
creditsfrom taxable years prior to the election with all the mention remaining in place anthat the failure to comply with the
bersof that subgroup, to the extent sharing would otherwise bequirementof sub.(2) was due to oversight or mistake.

allowedunder sTax 2.61 (6) (c)(9), and(10). Note: SectionTax 2.63interprets s71.255 (2m) Stats.
. . . . History: EmR1001 emeg. cr. eff. 1-15-10;,CR 09-064 cr. Register April 2010
2. A new combined group described in subdshall appoint no. 652 eff. 5-1-10:CR 12-01: r. (4) Register July 2012 N&79, eff. 8-1-12;

the designated agent of one of the former combined groups tocbeectionin (3) (a), (b) 1. under 43.92 (4) (b) 7Register July 2012 No. 679

i isj Ofas. Cross Refeences:See s. @x 2.60 for definitions that relate to this section. See
the deSIQnated agent, and the provisions 2.65app|y to Tax 2.61 (2) (b) for more information on théeet of the controlled grouglection.

that designated agent. The corporation that files the first Corg‘lee s. @x 2.65 for more information on the duties of the designated agent. @&es. T
binedreturn under the election sha# deemed the appointed-des2.67for more information on combined returns.

ignatedagent for the new combined group.

(3) CONTINUITY OFELECTION. (a) Ten-year period. The con Tax 2.64 Alternative apportionment for combined
trolled group election is binding for and applicatseall members 9roups including specialized industries. (1) Scope See
of the commonly controlled group for the taxable year for whicd#on 71.255 (5) (a)Stats., provides that a combined group is gen
the election is made and for the next niarable years. The elec €rally required to use the modified sales factor method to appor
tion is also binding on any corporations that join the common‘éP” its combined unitary income. Howeyer 71.255 (5) (b)
controlledgroup during the period the election is ifeef. Any >tats.provides that a qualifying combined graugy petition the
corporationthat departs theommonly controlled group is not department to use an alternative apportionment method. This sec
boundby theelection for the taxable years after its departure froffPn provides rules relating to the eligibility requiremertsntr
the group, except if pafb) applies or if the corporation rejoins thenuity, and limitations of this privilege.
commonlycontrolled group. (2) EuGiBILITY REQUIREMENTS (@) Qualifying combined

(b) Reorganizations 1. When a meer or acquisition occurs 9roup._A qualifying combined group is a combined group for
betweertwo combined groups where the acquiring group has ghich 30 percent or more dfie combined unitary income would,
madethe controlled group election but thegiatr group has made N the absence of combined reporting, be required tapper
the controlled group election, the controlled group election of tfonedusing more than one factor under a method described in ss.
targetgroup terminates on the date of the transaction. Howev&fX 2.46 2.4632.47,2.475 2.48 2.5, 0r2.502
the designated agent of either the acquiring groughe taget (b) Requiements for petition.The designated agent of the
groupmaymake the controlled group election with respect to afiombinedgrouprequesting an alternative apportionment method
corporationghat arein its commonly controlled group as deter shallfile a petition no less than 60 days before filing the first origi
mined after considering the fefct of the meger or acquisition, nal, timely filed return usinghe alternative method. If a return
providedthe requirements in suf2) are met and the election isusing the modified sales factor method has already been timely
not precluded by pafc). filed without anextension, the designated agent may file an

2. When a mager or acquisition occurs between two coma@mendedeturn using the alternative method if it filepetition

binedgroups where the acquiring group has made the controllag /€SS tharb0 days before the end of the automatic 7-month

groupelection but the taet group has not made the controlle@Xtensionperiod provided in s§.1.24 (7)or 71.44 (3) Stats., as
groupelection, all corporations in the commonly controlled groupPPlicable.and the petitios approved by the department. The
asdetermined after considering théeef of the meger oracquisi ~ Petitionshall include the following: o
tion are bound by the acquitsrcontrolled group election. 1. The full nameaddress, and federal employer identification

3. When a mager or acquisition occurs between two comnUmberof each member of the combined group.
binedgroups that have both made trentrolled group election, 2. The combined group'taxable year for which the alterna
the expiration date of the controlled group election for the entift/e apportionment method as requested would begin &fée
commonlycontrolled group as determined after considering tH&e.
effect of the meger or acquisition is the expiration date of the 3. A description of the alternative apportionment method
acquirer’scontrolled group election. requested.
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4. A complete and precise statement of the reasons for tedusing the apportionment method prescribed byas.2.39
modificationrequested, including why thmodified sales factor 2.395 2.45 2.46 2.465 2.47, 2.475 2.48 2.49 2.495 2.50, or
method would result in an unfair representatiothefdegree of 2.502 as applicable to each corporation.
unitary business activity in this stat&his statement shall provide  (3) ConTINUITY AND LIMITATIONS. (&) Continuity. 1. If the
clearand convincing evidence of its assertions. departmenipproves the alternative apportionment method, the

5. A calculation of the combined grospax liability for the combinedgroup engaged in that unitary business shall continue
first taxable year to which the petition applies &rdhe previous to use the alternative apportionmeméthod for six taxable years
taxableyear using theapportionment method prescribed in sfollowing the first year for which the alternative method was
71.255(5) (a) Stats., for both yearsFor the previous taxable approvedgexcept as provided in pdb).
year'scomputation, this amount shall be computed as if acom 2. No later than 60 days before filing the first return dor
binedreport including those same corporations were requiredg@riod subsequent to the expiration of the seven-year period in
the previous taxablgear even if it was before §1.255 Stats., subd.1., the designated agent of the combined group shall file a
wasin effect. new petition with the department in order to continue using the

6. A calculation of the combined grospax liability for the alternativeapportionment method. The new petition is subject to
first taxable year to which the petition applies &mdhe previous the same requirements as the original petition except that the des
taxableyear similar to the calculation in subf., but using the ignatedagent shall include the calculations described in @)b.
requestedapportionment method instead of the modified salgb) 5.to 7. for thefirst year to which the renewed election applies
factor method. andeach of the years to which the previous election applied.

7. A calculation of each combined group mentbéaxliabil- (b) Limitations. 1. If the sum of the tax liabilities of the com
ity for the first taxable year to which the petition appliesfand bined group members for the taxable year computed as if they
the previous taxable yeaimilar to the calculations isubds5.  werenot combined group members, as reported in the attachment
and6., computed as if each corporation waat a member of the describedn sub.(2) (e) 3, is greater than the combined grasip’
combinedgroup and using the methpdescribed by s3ax 2.39  taxliability using the alternative apportionment method, the-com
2.395 2.45 2.46 2.465 2.47, 2.475 2.48 2.49 2.495 2.50 or bined group may not use the alternative mettimdthe taxable
2.502 as applicable to each corporation. year. Instead, the combined grospall use the modified sales

8. A statement as to whether any combined group membefastor method. For each of the remaining taxable years in the
beingaudited by the department at the time of the petition. ~ seven-yeaperiod describedh par (a) 1, the combined group

(c) Limitation. The department may not grant a taxpayerShalluse thealternative apportionment method to the extent the
petitionfor an alternative apportionment method if the alternatiénitations of this paragraph do not apply
method would resulh a lower tax liability than the sum of the tax 2. If the combined group is no longer a qualifying combined
liabilities of the combined group members computed as if th@youpas described in suf2) (a) the combined group may no ton
werenot members of a combined group and using the apperti@®r use the alternativapportionment method beginning with the
mentmethod prescribed by sEax 2.392.395 2.45 2.46 2.465 Yyearthe combined group no longer qualifies. Isitbsequently
2.47,2.4752.48 2.49,2.495 2.50, 0r2.502 as applicable to each becomesa qualifying combined group in a later taxable y¢ae
corporation. designatedagent of the group may file a new petition foraéter

(d) Approval orrejection. 1. The petition shall be approvednativeapportionment method. o
by the department in writing. The department shall approve ggiot®: \a ettons or atermativ spportorment methods lo Adriitaton
rejectthe petitiorwithin 45 days after receiving it. Howey@il-  Box 8933, Mail Stop 6-40 Madison, W1 53708-8933.
ure of the department to act within 45 days or acceptance of ﬁ_otte: ThIiEs slt;clt(i)%nl interprets Eﬂl-fos(Sl) o(ktlz)stgés'oezl Redister Aoril 2010
return using the alternative apportionment method does istory: EmR1001 emeg. cr. ef. 1-15-10; —06acr. Register Apri
constituteapproval of the petition or method usethe depart nﬁg oz o o i qCR13-078am. (2) (3). (B) 7., (c)e) 3 Register April 2014
ment may after receipt and reviewf the petition, require addi  Cross Refeences:See s. @x 2.60 for definitions that relate to this section. See
tional information necessary to determine whether the modifig@dax 2.65 for more information on the duties of the designated agent. 8&25T
salesfactor method does not fairly represent the degree of unitay™°"® information on combined returns.
businessactivity in thisstate. If the department does not have all Tax 2.65 Designated agent of combined group.
the required information to approve thmetition, the 45-day (1) Scope Section71.255 (7) Stats., requires every combined
perioddescribed in this paragraphsuspended until the informa groupto have a designated agent to act on behalf of the group.
tion is provided. Filing of a petition does noteatt the accrual of This section provides rules relating to identifying the designated
intereston underpayment of estimated taxes. agentand describes the scope and limitations of the agency rela

2. If the designated agent timely files a petition as describ&dnship.
in par (b) but does not receivan order from the department () |penTIFYING DESIGNATEDAGENT. (a) Eligibility. The com
approvingor rejecting the petition before the ddate of the pinedgroupmay select any member as the designated agent, sub
return,the designated agent must fifee return using the modified jectto a limitation that the designated ageidixable year shabe
salesfactor method. If the department subsequently approves {hg same as the combined grosipaxable year
petition, the designated agent maynend the return using the ) creation of agencyA combined group shall appoint a des
approvedmethod, in which case the amended return must contgifiaiedagent. The corporation which filess, will file, the first
the attachments described in p@). . ~ combined return for the combined group is deemed to be

(e) Attachments toeturn. For each combined return on whichappointedas the designated agent. If no combined return is filed,
the alternative apportionment method used, the designatedthe department shall appoint the parent corporation of the com
agentshall include the following documentation with the retul'rbinedgroup to be thelesignated agent, or if there is no parent cor

1. A copy of the departmestivritten approval for the alterna poration, the department may appoint any corporation in the com

tive apportionment method. binedgroup to be the designated agent.

2. A calculation of the combined grosptax liability com (c) Continuity of agency into futaryears. Oncea member of
putedas if it used the modified sales factor method instedioeof the combined group is appointed tag designated agent, it shalll
alternativeapportionment method. remainthe designated agent of that group for all future years

3. A calculation of each combined group memeéaxliabil-  unlessone of the following applies:
ity for the taxable year included in the combined return computed 1. The designated agent leaves the combined group, in which
asif each corporation were not a member of the combined grocgsethe corporation which files, or will file, the first combined
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returnafter the date the designated agent leaves is deemed to bes. Remitting taxes applicable to the combined return, includ
appointedas the new designated agent. ing estimated taxes, except as otherwise providedTiaxs2.66

2. Except as provided in sulfl, the combined group, or por 6. Participating on behadif the group in any investigation or
tion of the combined group thatcludes the designated agent, isiearingby the department regarding the combined return, includ
acquired by another combined group, in which case the cerpadray producing all information requested and filing any appeal.
tion which files, or will file, the first combined retuadter the date Unlessprovided otherwise in writing, any appeal filed by the des
of the acquisition is deemed to be appointethasiew designated ignatedagent relatingo the combined return shall be considered
agent. filed by all members of the combined group, including eorpe

3. The designated agent ceases to exist, in which cadeshe rationsthat were noincluded in the combined return but which
ignatedagent shall notify thelepartment in writing that anotherthe department asserts are members the combined group.
memberof the combined group (or successor corporation of any 7. Executing waiversglosing agreements, powers of attor
memberof the combined groupyill thereafter act as designatedney,and other documents relating to the combined return. Unless
agentfor that taxable year and any prior taxable years. The-meihie department and taxpayer agree otherwisevriting, any
ber appointed for that taxable year and any prior taxable yeavgiver,closing agreement, power of attorneyotherdocument
neednot be the new designated agent for all future taxable yeasecuted byhedesignated agent relating to the combined return
The substitute designated agent will succeed to the rights attall be considered executed by all members of the combined
responsibilitiesof the former designated agent and may in turgroup, including any corporations that were motluded in the
appointanother designated agent for future taxable years. If th@mbinedreturn but which the department assaresmembers of
designatedagent fails to notify the department in writing of théhe combined group.
new designated agent, the department may select a surviving 8. Receiving assessment notices regarding the combined
memberof the combined group to act as the designated agenteturn. Subjectto par (f), a notice received by the designated

4. Where sub. does not applythe designated agent is sti||agenti§ consjdered received‘ by all memberjs of the pombined
a member of the combined group but submitsitten request to group, including any corporations that were fiotluded in the
the department for another combined group member to act as de@mbined return but which the departmesserts are members
ignatedagent, and the department grants the request. the combinedgroup. If a notice relates to separate entity items that

Note: Send requests to change the combined gsalgsignated agent and netifi areattributable to a combined grougember other than the desig
cationsof successor designated agents to: Corporation Processing imitriéin - natedagentthe designated agent may submit a written request to
Departmenbf Revenue, B. Box 8908, Madison, W 53708-8908. the department to reissuke notice or a portion of the amount of

(d) Continuity of agencfor prior years. The designated agentthe notice to the combined group member responsible for the sep
of acombined group for a prior taxable year shall continue to agtateentity items. The designated agent shall submit the written
asthe designated agent for that taxable year unless the designaigdeston or before the due date shown on the notice.
agentceases to exist, in which casa (c) 3.applies, or the desig  Note: Send written requests to reissue notices relating to segatitgeitems to:
nated agent submits a written request to the department f@isconsinDepartment of Revenue, Mail Stop 5-251).Box 8906, Madison, WI
anothercombined group member to actdesignated agent, and>3708-8%06. _ _
the department grants the request. 9. Receiving any refunds relating to the combined return.

Note: Send requests to change the combined gsalgsignated agent and netifi (b) Exclusivity. Except as provided in this paragraph, ne per

cationsof successor designated agents to: Corporation Processing listiariain i i
Departmendf Revenue. B, Box 8008, Madison, W1 53708-8908. Howevkthe sonother than the designated agent shall have authority foract

requestelates to prior taxable years that are under audit, the designated agent flayepresent itself or the. combined group regarding the. duties
submitthe written requesb the departmerstrepresentative that has notified the-deslisted in par (a). A combined group memheor a corporation

ignatedagent of the audit. which the taxpayer asserts is a combined group menninay
(e) Designatedagent for purposes oésolving disputes over assumeany of the duties listed in p&a) under anyof the follow
combined goup membershiplf the department determines thaing conditions:

oneor more corporations are members of a combined grodp 1. By election of the designated agent or the applicable com
no combined return was filed, the group of corporations thgned group membera combined group member may perform
departmenasserts is a combined group may appoint a membergly of the duties listed in pag) to the extent those duties relate
thatgroupas the designated agent solely for purposes of contagtseparate entity items. This may include the filing séparate

ing the departmer’determination. The appointment of a desigteturn to report the membsrseparate entity items, subject to the
natedagent under this paragraph may not be construed as a Gaguirementf par (c).

cessiorby either the corporatiorts the department regarding the
existenceof a combined group or the propssmposition of a
combinedgroup.

(3) ScOPEAND LIMITATIONS OF AGENCY. (&) Duties of desig
natedagent. The designated agent is generally required to act
behalfof the combined group in its own name in all matters-relg

ing to the combined return. This includes performing the fellovgti” be bound by any action taken by the designated agent before

ing duties: _ _ _ _ the corporations requesto represent itself has been accepted by
1. Filing the combined return, including the reporting of anyhe department.
separateentity items attributable to combined group members. Note: A corporation that wishes to represent itself should submit the written

iy H i 1 H requestto the departmers’representative that has notified the corporation of the
2. Filing any extension of time to file the combined returnUepanmem,ﬁssemon‘

3. Filing any amended combined returmnslaims for refunds  (¢) Reporting of separate entity item#.a combined group
or credits relating to the combined return, including any separgismberchooseso file a separate istonsin return to report its
entity items attributable to combined group members. separateentity items rather than having the designated agent

4. Sending and receiving all correspondence with the deparicludethem in the combined return in the manner described in s.
ment regardingthe combined return, except that if corresporTax 2.67 (2) (d)3., the member shall consider the totality of its
dencerelates to separate entity items or a payment made ghare of items from the combined return plus its separate entity
anothemember of the combined group as provided ag.2.66 itemsfor purposes of applying any limitations, so that its total net
(2), the department may setide correspondence to that othetax plus economic development surafedoes not diér from the
memberor the designated agent, or both. amountthat wouldhave been due if the separate entity items had

2. A combined group member may make estimated payments
onits own behalf to the extent allowed irTax 2.66 (2)

3. If a combined return was filed, the department may allow
any corporation which it asserts should be adaeor eliminated
8m the combined group to represent itself after receipt of a writ
n request from the corporation. Howevat corporation shall
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beenincluded in the combined return. The combined group-memmaymentson a department—prescribed form filed with tioen
ber shall submit a copy of theombined return with its separatebinedreturn. This notification authorizes the department to apply
return. the separate estimated payments to the combined return.

i i Note: The form prescribed for notifying the department of separate estimated pay
(d) Unauthorized actsThe department is not bound by unau ntsto be applied to the combined return is Part IV of Form 4M, Combined Group

thorizedacts made with respect to a combined return by a COrPOtRmber- Levabata.
tion that is not the designated agent. The departmenthwse (3) DETERMINATION OF REQUIRED ESTIMATED PAYMENTS. (a)

to receive thebenefits or assume the obligations of unauthorizgganéral. If a combined return is filed. the amount of aiglition
acts,in which case the department is boondy if it takes dirma- 4 ta under s71.84(2), Stats., shall be computed as if the eom

e $fledgroup were one corporation. &7 shown on the return” and
assuméhe obligations of the acts. . _“tax for the taxable year” as defined irv4.29 (1) (b) Stats., have

(e) Failure to act. If the designated agent is unable or unwillthe same meaning with respect to a combined retuta asepa
ing to fulfill its obligationswith respect to the combined return, isatereturn.
unresponsivepr has not been identified to the department, the (b) Computation of thesholds. Since,as provided in pata),
departmenmay appoint a new designatagent, or it may deal w5y shown on the return” has the same meaning with respect to

dihrectlyfwri]th any B?en:jber dfne_combinedhgr?]up in rESpﬁCt 10 itS; combined return as to a separate return, the amounts of-the fol
Shalrleho b ? ?Iom r']ne. return 'ftems 'TfW ich case each memigyying thresholds are theame regardless of the number of eom
shallhave full authority to act for itself. binedgroup members included in the combined return:

h () Joiglt anfd severg\] IiacliailityUndﬁr 3%1'25.5 I(l) (ngStats., 1y, L. Section71.29 (7) Stats., which provides that no interest on
the membersof a combined group shall be jointly and severally,eypaymenis required if the tax shown on the return for the tax
liable for the combined tax, penalignd interest attributable to thegbleyear is less than $500.

combinedunitary income, net of any loss carryforwards and-cre 2. Section71.29 (9) Stats., which provides that for corpora

its applied. This paragraph does not apply to any tax, interest,. 4 >
penaltyattributable to separate entity items. Although the depafions that havéisconsinnet incomes of less than $250,000 and

mentmay send correspondence, notices, refunds, assessmentélgsepreceding taxable year wasl2-month taxable yeast:
otherdocumentselating to any combined group memisesepa '@ edpayments may be based on the lesser of 90 percent of tax

rateentity items to the designatedent, and the designated agerﬁhownon the return for the current taxable year or the tax shown
may choose to pay any tax, interest, or penalty on behalf of a cof the return for the precedlpg year .
bined group memberthe tax,interest, or penalty attributable to  (¢) Effect of separate entity item$he amount of net income
separateentity items is ultimately the responsibility of tbem  and tax shown on a combined return includes net income and tax
bined group member or members to which the separate entiffributableto separate entity items. the combined return
itemsare attributable. includesseparate entity items afcorporation that would other

(g) Confidentiality povisions. The designated agent is anWise be a combined group memtexcept that it has no items that

resubject to combination under the wasezdge rules of Jax

agentunder s71.78 (4) (e)Stats. Therefore, the department ma 2.61(4), the corporation is considered a combined group member

provide information relating toany member of the combined f determini red estimated "
groupto the designated agent, including information relating {8" Purposes of determining required estimated payments.
the membets separate entity items.  Example: Combined Group AB consists of Member A and Member B. Group AB

Note: This section interprets 31.255 (7) Stats filed a combined return for calendar year 2010. The 2010 return inc$36¢300

A p ’ g . ) of net tax attributable to MembetsAtems and $20,000 attributable to Membes B’

History: EmR1001 emeg. cr. eff. 1-15-10CR 09-064cr. Register April 2010 jiems including $5,000 attributable to Bseparate entity items. The 2010 combined
No. 652 ef. 5-1-10,CR 12-01: am.(3) (c)Register July 2012 No. 676f. 8-1-12.  ro1rnalso includes $10,000 of net tax from the separate entity items of Corporation

CrossReferences:See s. d@x 2.60 for definitions that relate to this section. Seec, which would be a combined group member except that nonatehits are subject
s. Tax 2.66 for more information on combined estimated tax requirements. 3&e s.{b combination under theater's edge rules. If Group AB is not eligible to base its
2.67for more information on combined returns. estimatedtaxes on its 2009 net tax under the provisions af (B Group ABS

required estimated tax payments for purposesitef2010 combined return are
. . = 0,

Tax 2.66 Combined estimated tax payments. $54’2|°°( A($3O’O|90 N ;20’000 N _551(){0(');)) X 92 %): thode ‘
(1) Scope In general, s71.255 (7) (b) 5.Stats., provides that (d) n?uadlz_e Income ml? aliment me Qd -gt puYrEozsgesgo
only the designated agent oficambined group may make esti eanc;ui%lze 'Sntc?m?] installment mgrmdw t? ins o ( )t
matedtax payments applicable to a combined return. This sectigp 21d(10) (c) Stats.fhe previous yeas apportionment percen

providesexceptions to the general rule, explains the estimated g&for @ combined group equals them of the combined group
; ; ; ; dnembers’ modified sales factoumeratorss determined under

s. Tax 2.61 (7) (afor the combined group’preceding taxable

. year, divided by the combined growg’modified sales factor
(2) SEPARATEESTIMATED PAYMENTS. (a) When separate esti yongminatoms determined underEax 2.61 (7) (bfor the com
matedpayments a allowed. Although the designated agent 'Soinedgroups preceding taxable year

alwaysauthorized to make estimated payments on behalf of any . . .
andall of its combined group members, a combined group-mem_(€) Change in membershigFor purposes of applying pa)

berother than the designatagent may make estimated payment&nd except as provided in paff), the combined group“tax
onits own behalf if any of the following apply: shownon the return” for the current taxable year or the preceding

1. Eor thefirst taxabl p hich bined fil taxableyear is the tax shown on the combined return for the-appli
- FOr IENIrst taxable year for which a combined group M€y p1evear without regard to corporations that have joinetetir
acombined return, any member of the grougy make estimated

. the group.
paymentson its own behalf. ] ) .
. . . . Example: Group JK files a combined return for the calendar year 2009. During
2. For the first taxable year for which a corporation is a merpo10,Member J acquires L and L becomes a member of the combined group. If the

ber of a combined group, that corporatioray make estimated grc()jupqualifies to Idekt:)elrmine its esti&nated tax oblilgagitl)ns fo: 201|0 gaseﬂ onvits pre
; cedingyears tax liability its preceding ye& tax liability onlyincludes the tax
paymentson its Own behalf. . shownon Group JKS 2009 combined return; it does not include any tax liability from
3. Any combined group member may make estimated palys 2009 separate return.
mentsonits own behalf to the extent those payments relate to sep (f) First combined eturn year The following rules applyo

arateentity items. the computation of required estimated paymentstferfirst year

(b) Reporting of separate estimatpadyments.If a combined thata combined group files a combined return:
group member other than the designated agent makes separatel. If the totalof the combined groupWsconsin net income
estimatedpayments and appli¢sose payments to the combinedeported on the combined returis less than $250,000, the
return,the designated agent shall notify the department of thasgjuiredestimated payments may be based on the sum of the

andoverpayments.
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memberstax shown on their VWconsin returns for the precedingdenceto the department unless the department prescribes a spe
yearas provided by §1.29 (9) (a) 2.Stats.put only if all com  cific form for this purposen which case the prescribed form shall
binedgroup members filed a Mtonsin return which covered abeused. In either case, the notification shall be submitted to the
full 12 months in the preceding taxable yedra member was department separately from any return.

includedin the combined return of another combined group in the (d) Erroneous combined estimated paymetits. designated
precedingtaxable yeauits tax shown on theeturn for that year is agent makes estimated payments on the erroneous premise that a
the tax attributable to the sum of its share of combined unitagrporationis an eligible member of the combined group, and dis
incomeand income from separate entity items reported on th&yersthe error prior to the time the combined gramg the cor
return. porationfile their respective returns, the designated agent may
2. If one or more combined group members did not fildst W allocatesome or all of the combined estimated payments to the
consinreturn which covered 12 months in the preceding taxalierporation. The designated agent shall notify the department of
year,the combinedyroup shall base its required estimated-payhe amount to be allocated. Tdesignated agent may make this
mentson 90 percenof the tax shown on the combined return agotification in correspondence to the department unless the
providedunder s71.29 (9) (a) lor(10) (b) Stats., as applicable. departmenprescribes a specific form for this purpose, in which
3. The previous yess apportionment percentage four casethe prescribed form shall be usdd.either case, the notifica
poses of the annualized income installment method equals tiee@ shall be submitted to the department separately from any
sumof the current combined group members’ apportionrfant return. The combined group and the corporation shall each com
tor numerators from their returns for tpeeceding taxable year putetheir addition to tax under $1.84 (2) Stats., as if the esti
divided by the sum of the apportionment factor denominatorsatedpayments allocated to the corporation had actually been
from their returns for the preceding taxable ydfia member was paidby it rather than by the combined group.
included in the combined retuafianother combined group inthe  (e) Erroneousseparate estimated paymentéa corporation
precedingtaxable yearits apportionment percentage for this-purmakesseparate estimated payments oretiieneous premise that
pose is its modified sales factor numerator for that taxable yeajtds not a combined group mempere following rules apply:
determlnedJ_nder sTax 2.61 (7) (a)divided by its separate com 1. If the corporation discovers the error prior to the time the
panydenominator for that taxable year as determined undexs. designatedagent filesthe combined return for the taxable year

2.61(7) (b} . . andthe corporation has not filed a separate return for the period

4. For purposes of subds.to3,, if a combined group member thatshould have been included in that combined return or-other
hasa taxableyear diferent than the combined grosptaxable \yise received a refund of the separate estimated payntaats,
year,the membés preceding taxable year is its taxable year moggrporationmay apply the separate estimated paymentieo
recentlyended before thiérst day of the combined grouptax  combinedreturn. The designated agent shall report the separate
ableyear estimatedpayments in the manner described in €8p(b).

(4) RULES FORAPPLYING ESTIMATED PAYMENTS AND OVERPAY- 2. If the corporation discovers the error prior to the time the
MENTS. (a) Separate eturns filed in year following combined yesignatedigent files the combined return for the taxable, ymér
return year If a combined group terminates and the former merthe corporation has already filedsaparate return for the period
bers properly file separate returns in the subsequent Y&8r hatshould have beencluded in the combined return, the corpo
combinedestimated payments made for that yataail be credited |ati0n shall file an amended separate return showing no net
againstthe separate tax liabilities of the former members of thﬁcome,overpayment, or underpayment, and stating thatdhe
combinedgroup in the manner allocated by the designag&ht. o rationwill join in the filing of a combined return and identifying
Thedesignated agent shall notify the department of the mannePHg designated agent of the combined group. Unless the cerpora
which the payments are to be allocated. @esignated agent may tjon specifies otherwise othe amended return, the department
makethis notification in correspondence to the departmef®ss i not refund the erroneously paid amoun@hen the desig
the department prescribes a specific form fbis purpose, in patedagent files the combined return including that corporation,
which case the prescribed form shall be used. In either case, }%corporation may apply theeparate estimated payments to the
notification shall be submitted to the department separ&®@i§l  .ompined return unless the corporatigrecifiedotherwise on its
anyreturn. _ _ amendedeturn or has otherwise received a refund of the separate

(b) Combined estimatggalyments but no combinegturn. If  estimatedpayments. The designated agent shall report the sepa
combinedestimated payments ameade for a taxable year but norate estimated payments so applied in the manner described in
combined return is filed for that year or for the previous,ytear sub.(2) (b).
estimatechayment shalbnly be credited to the corporation that 3 ¢ e corporation discovers the error after the designated

madethe payment. . . agenthas filedthe combined return for the taxable ydart the

(c) Overpaymentsl. If a combined group membeas a credit corporationhas noffiled a separate return or otherwise received
for an overpayment of taxes froarprior taxable year when it wasa refund of the separate estimated payments, the designated agent
nota combined groumembeythe member mayhrough its des  shajifile an amended combinesiturn and apply the corporatisn’
ignatedagent, authorize the department to apply some or all of f¢yarateestimated payments to the amount due on the amended
credit against the total tax liability reported on the combinegombinedreturn. The designated agent shall report the separate

return. To carry out this authorization, the designated agent shalitimatedpayments so applied in the manner described in(2ub.
file a department-prescribed form with the combined return

notify the department of the amount to be applied. Alternatively . . .
the member may file a claim for refund of the overpayment, 4. If the corporation discovers the erafter the designated

: enthas filed the combined return for the taxable year and after
which case the overpayment shall be refunded to that membe?g : . .
Note: The form prescribed for notifying the department of a metslpeior year he corporation has f""ready fl.leds&parate_ return for the period

overpaymentso be applied to the combined return is Part IV of Form 4M, Combinddnatshould have beeincluded in the combined return, the corpo

GroupMember-Level Data. ration shall file an amended separate return and the combined
2. If a corporation leaves a combined group that has ar ovgroupshall file anamended combined return. The provisions of

paymentof taxes carried over from a prioombined return year subd.2. applywith respect to the amended separate return. The

the designated agent may allocate a portion of that overpaymeatporationmay apply the separate estimated paymentheo

to the former member The designated agent shall notify theamendedcombined return unless tleerporation specified other

departmenbf the amount to be allocated to the former membewise on its amended return or has otherwise received a refund of

The designated agent may make this notification in correspathe separate estimated payments. The designated agent shall
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Tax 2.66 WISCONSINADMINISTRATIVE CODE 46-14

reportthe separatestimated payments so applied in the manner 4. If the combined group is using apportionment, ongcdh-
described in sul(2) (b). sin Form 4A, Apportionment Data for Combin&doups, and the
Note: If an allocation described in sub. (4) (a), (c) 2., or (d) is necessary and ggpportionmenfactor computation for each member of the eom
departmenhas not prescribed a form to use to ndtify department of the allocation, binedgroup as performed on Form 4A-1 Apportionment Data for
sendcorrespondence notifying the department of the allocation to: Corporation P, ! .
cessingUnit, Wisconsin Department of Revenu@Q. Box 8908, Madison, WI g}mg.le':"’mtor Formulas, or Form 4A-2, Apportionment Data for
53708-8908. Multiple Factor Formulas, as applicable.
Note: SectionTax 2.66interprets ss71.255 (7)71.29 and71.84 (2) Stats. 5. Any other required supporting forms and schedules listed
No oo EmE R0t emeg. or ef. 1715-10CR 09-064cr Register April 2010 i s. Tax 2.03 as applicable. Unless stated otherwise in the
0. efr. o—1-10. . . .
Cross Refeences:See s. @x 2.60 for definitions that relate to this section. Seénstructlons,supportlng fprms and schedules shall be prepared
s.Tax 2.65 for more information on the duties of the designated agent. 8g6T separatelyfor each combined group member
for more information on combined returns. 6. A copy of the complete federal return for each combined
. . . group member including all supporting schedules and any
Tax 2.67 Combined returns. (1) Score This section amendedeturns, for the membeartaxable year included in the
providesrules relating to the filing of combined returns by cerpacombinedreturn. For combined group members that also file in

rationsrequired tause combined reporting undei74.253 Stats. 3 federal consolidated return, any of the following alternatives
This section explainsthe filing requirements for combined shallbe considered to satisfy this requirement:

returns, provides rules relating to defining the taxable year 5 A copy of the federal consolidated return, including alt sup

includedin acombined return, and describes how interest, penglying forms, schedules, and statements for each corporation

ties,and statutes of limitations apply to combined returns.  j¢j,dedin the consolidated return, as submitted to the internal
(2) FILING REQUIREMENTSFOR COMBINED RETURNS (@) Gen- revenueservice.

eral. The designated agentatombined group shall file a cem . Pro forma federal returns prepared separately for each

binedreturn on behalf of the group. For each combined 9roBmbined group memberincluding all supporting formand

memberincluded in the combined return, the combined return sacheduleprepared separately for each combined group member
isfiesthe membes requirement for filing returns under 24.24 c. A spreadsheet showing the line-by~line computatibn
(1) or (Im) or71.44 (1)or (1m), Stats., as applicable. The com e . ! .
binedreturn shall be filed by the date provided inZ&k24 (1) taxableincome of each combined group member included in the

; federalconsolidated return, including consolidating adjustments,
(Im), and(7) or71.44 (1) (1m), and(3), Stats., as applicable. plusthe supporting forms, schedules, and statements filedheith

(b) Electronic filing. All combined returns shall be filed elec internal revenue service pertaining to each membEne sup
tronically. The secretary of revenue may waive the requiremegirting statements shall include balance sheets ti beginning
to file a combined return electronically wheive secretary deter angend of the tax yeaa reconciliation of income per bookith
minesthat the requirement causes an undue hardship, if the pergRidmeper return, and reconciliation of retained earnings, to the
requeststhe waiver in writing and clearly indicates why thesxtentthe membewas required to submit these items to the inter
requirementcauses an undue hardship. In determinvhgther n3revenue service.
the electronic filing requirementauses an undue hardship, the 7 E : o ;

. ; ' . For combined groups that also filesiriederal consolidated

secretaryof revenue may consider the following factors: return,a copy of fede?al F%rm 851, Mfations Schedule.

1. Unusuatircumstances that may prevent the person from 4y senarate entity itemsl. Subject to the provisions offax
filing electronically 2.65(3) (b), if any combined group member has separate entity
Example: Thepersondoes not havaccess to a computer that is connected to thgems, the designated agent shall includ®se separate entity

Internet. o .__jtemsin the combined return. If a corporation that wootlder
2. Any otherfactor that the secretary determines is pertinenfise pe a combined group member hastemsthat are subject

Note: Written requests should be e-mailed BXORWaiverRequest@reve- ; :
nue.wi.goy faxed to (608) 267-1030, or addressed to MandaieaVRequest, - to combination under the Watemdge rules of §ax 2.61 (4) the

consin Department of Revenue, Mail Stop 5-770 PBox 8949, Madison, Wi designatedagent may include that corporatisrseparatentity

53708-8949. itemsin the combined return, which case the combined return
Note: Formsnotfiled electronically may be delivered in person toliepartment ~ shall include the items specified in suR) (c) 3, 5., and6. and

of Revenue at 2135 Rimrock Roaddadison, Wsconsin or mailed to the address subd.3. for that corporation as if it is a combined group member

Spec'f'e‘gn the form or 'nct];e 'nsl;.rum'gns' A combined hq Alternatively, the corporation may file a separateisgénsin
(c) Components afombinedeturn. A combined return shall yetmto report those items.

includethe following items, and shall be considenrecomplete 2. The joint and several liability provisions offax 2.65 (3)

if any of these items are excluded: ’ k
. - . (f) donot apply to any tax, interest, or penalty attributable to-sepa

1. One Wsconsin Form 4, Income or FranchissXTReturn, rate entity items. Althoughthe department may send cerre
for the combined group as a whole. spondencenotices, refunds, assessments, or otteuments

2. One Wsconsin Form 4R, FederahXable Income Recen relatingto any combined group memheseparate entity items to
ciliation for Combined Groups, for the combined graspa whe  the designated agertndthe designated agent may choose to pay
le. The purpose of Form 4R is to reconcile federal taxableme anytax, interest, or penalign behalf of a combined group mem
perthe federal consolidated return and separate returns, as afelt, the tax, interesgr penalty attributable to separate entity items
cable,with the amount on Form 4, line 1. Form 4R shall be censid ultimately the responsibility of the combingbup member or
eredcomplete only if the designated agent submits a supporting@mbergo which the separate entity items are attributable.
schedulewvhich identifies each corporation to which eaebton 3. The separate entity net income or loss and apportionment
ciling amount is attributable, and a schedule which |d.ent|f.|es eagltorsincluded in thecombined return shall be reported oisW
corporationin the commonly controlled group which it consinForm 4N, Nonapportionable and Separately Apportioned
includedin either the federalonsolidated return or the combinedncome. The designated agent shall complete and submit Form
return. 4N with thecombined return for each applicable corporation and

3. One Wsconsin Form 4M, Combined Group Member-carry forward the total Form 4N amounts to the appropriate line
Level Data, for each member of the combined group. The purpaseForm 4. For purposes of the requirement @f1s255 (2) (d)
of Form 4M is to identify the members of the combined grougtats. separate entity items reported on Form 4N shall be consid
provideinformation regarding the membeitems included in the eredfiled on a separate return. Howewviar purposes of deter
combinedreturn, and accourior payments to be applied to themining a combined group membsrnet income, taxinterest,
combinedreturn. underpaymeninterest, economic development surgeaand the
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statuteof limitations, the separate entity amounts shall be addedon behalf of combinedroup members, the following rules
to its amounts, if anycomputed in the unitary combination.  apply:

4. If a corporation is a membef more than one combined 1. Interest shall be assessed to the designated agent of a com
groupat the same time, the corporation siatlude its separate binedgroup based upon the combined tax liability or deficiency
entity items, if anyin the combined return of only one group. shownon the combined return for the combined greupkable

(e) Amendedeturns. If a corporation erroneously fails to join year. However the jointand several liability provisions of gax
in the filing of a combined return, the designated agent shall f#e65 (3) (f) do not apply to any interest attributable to separate
anamended combined return adding teporation and, if a sep entity items. Ifa notice of an interest amount due is attributable
arate return was filed by the corporation, the corporafiadifile ~ to separate entity items of a combined group member other than
anamended separate return showing no net income, overpaymte designated agent, the designadgeént may pay the amount
or underpayment, and stating that the corporation has joined in thesor may submit a written requdstthe department to reissue
filing of a combined return and identifying the designated ageht notice or a portion of the amount assessed to the combined
of the combinedgroup in which the corporation has beemroupmember responsible for the separate entity itefine des
included. ignatedagent shall submit the written request on or before the due
(3) TAXABLE YEAR OF COMBINED RETURN. The taxable year dateshown on the notice.
includedin a combined return is the combined greugaxable Note: Send written requests to reissue notices relating to sepatéeitems to:
yearas determined in 1.255 (8) Stats. For purposes of deter WisconsinDepartment of Revenue, Mail Stop 5-2510./Box 8906, Madison, WI

- ) k ; i 53708-8906.
mining the taxable year and the items includable inrctrabined L . .
group'staxable yearthe following rules apply: 2. An extension filed by the designated agent shaibbeid

. eredan extension filed by all members of the combined group.
(@) Combined goups taxableyear If two or more members Eowever,the extension filed by the designated agent does not

of thg. co(;nbinei groutp;l file in a f?]deral cglnsolidat?dhretl#rré, BSplyto afiliated corporations that are not combined group mem
combinedgroups taxable year Is the taxable year of that federgy ¢ o\en if those corporations will be included in the combined
consolidatedeturn. If no federal consolidated return applies %é

X ; . Teturnunder the provisions of pdd) 2.

thereis more than one federal consolidated return, the combine .
group’staxable year is the taxable yeartbé designated agent.  3- Interest due to underpayment of estimated taxes shall be
In any case, gax 2.65 (2) (aJequires that the designated agEntvcpr_npute(bas_,ed omhe estimated tax requirements and other pro
taxableyear shall be the same as thembined grous taxable Visionsdescribed in sTax 2.66
year. 4. If a corporation erroneously fails to join in the filing of the

(b) Methods for members with differing taxable yealf the combinedreturn, all payments, credits, anther amounts cel
taxableyear of a combined group membefeati§ from the taxable lectedfrom the corporation which are propestributable to the
yearof the combined groughe designated agent shall includ&ombinedgroups taxable yeaand attributable to a period of time
thatmembets net income or loss and apportionment factors in tifgat the corporation was a member of the combined group shall be
combinedreturn by using one of the following methods: treatedas having been paid by the combined group.

1. Preparing a separate income statement from the member (b) Late filing fees.If a combined group fails to timely fiee
books and records for the months included the combined combinedreturn and the late filing fee under74..83 (3) Stats.,
group’staxable year and using that incostatement to determine applies,the amount of the late filing feshall be the amount pro
the amounts includable in the combined return. videdin s.71.83 (3) Stats., regardless of the number of combined

2. Using the net income or loss for the merhbtaxable year groupmembers.
thatends during the combined grosgaxable year to determine  (c) Failure to file. For purposes of the penalty provided in s.
the amounts includable in the combined return. 71.83 (1) (a) 1.Stats., the following rules apply:

(c) Election of methodlf the designated agent converts a€om 1. A corporation which erroneously fails to join in the filing
binedgroup membeés taxable year to theombined group' tax  of a combined returrput which timely files a separateistionsin
ableyear as described in pdb) 1.or 2, it shall use the same returnor joins in the timely filing of a combine®turn for another
methodfor each combined group member subject to the electiasdmbined group, mayotbe subject to a penalty for failure to file.
Oncethe designated agent fildse first combined return includ |n determining whether the returntisiely filed, the taxable year
ing a member whose taxable year is properly converted, the degigthe erroneously filed return shall be used, rather than the taxable
nated agent may not file an amended retoighange the election, year of the combined group with which the corporation should
exceptthat if the original return was not filethder extension, the havefiled.

e o o el iy 2. A corpration which eroneously als oo e g
eriodprovided in ss71.24 (7)or 71.44 (3) Stats., as applicable 8L combined return and which fails, without reasonable cause,
‘Fl)'h pr : ; v PP * to timely file a separate &tonsin return or join in the timely il

e designated agent shall use the same method insese | of a combined return for another combirgrdup, shall be
quenttaxable year unless it obtains written approval from tHng. h | d based on its sh p,f ired
departmento use the other method. subjectto the penalty computed based on its share of tax require

Note: Send written requests for approval to change the election to: Audit Bure&g, be rc_eporte_d on the Comb.med return for its proper combined
WisconsinDepartment of Revenue,@® Box 8906, Madison, W1 53708-8906.  group, |nC|Ud|r_‘g its tax attributable to separate enim_s-

(d) Part-year memberslf, during a combined grouptaxable Exceptas provided in sulf2) (d) 2, the members of the combined
year,a corporation ceases to be a member of the compinegy groupshall be jointly and severally liable fdre penalty because
or a new corporation becomes a memiee designated agentunders.71.255 (1) (n)Stats., joint and several liability may apply
shallinclude that corporatiositems attributable to the portion ofto penalties and is the duty of the designated agent to include the
the taxable year that the corporation was a member in the cop@rporationin the combinedeturn. The department may send a
bined return covering the combined grauphtire taxable year noticeof assessment of the pendtiythe designated agent instead
For the portion of the taxable year when tmeporation was not 0f the corporation which waarroneously omitted from the cem
amember of the combined group, the corporation shalll file a sepénedreturn.
ratereturn or file in the combined return of another combined (d) Statutes of limitations1. The designated agenfiling of
group,as applicable. a combined return shall be considereti¢a return filed by each

(4) INTEREST, PENALTIES, AND STATUTES OF LIMITATIONS. (a) combinedgroup member whose items are included in the-com
Interest. For purposes of computing interest on late payments binedunitary income reported on that return.
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Tax 2.67 WISCONSINADMINISTRATIVE CODE 46-16

2. If a combined return includes separate entity itemscof-a purchase,n whole or in part, of an extension of credit from
porationthat would otherwise be a combined group member bamother. “Loans” include participations, syndications, and leases
for thewater's edge rules of $ax 2.61 (4)the designated agent’ treatedas loans for federal income tax purposes. “Loangiato
filing of the combined return shall be considered to be a retunelude properties treated as loans ursation595 of the Inter
filed by that corporation. nal Revenue Code prior to its repeal bl.R04-188 futures or

3. For purposes of the statute of limitatiams.71.77 (7) (a) forward contracts; options; notional principal contracts such as
Stats. allowing the department to make an assessment veithin Swaps;credit card receivables, including purchased credit card
yearsafterthe filing of a return, the statute of limitations shall b&lationshipsnon-interest bearing balances due from depository
determinedor each combined group member separately basediBgtitutions; cash items in the process of collection; federal funds
its total net income reported on its return, which is its net incor§gld; securities purchased under agreementedell; assets held
or loss from the unitary combination as included indbmbined in a trading account; securities; or interesta real estate mort
return, plus its net income or loss from separate entity items. Td@g€e investment conduit or other mortgage-backedasset—
six-yearstatute of limitations applies if@mbined group mem backedsecurity
ber’stotal net income reported on its return is less than 75 percen(c) “Representative” includes an employee, indepenciemt
of the net incom@roperly assessable and the tax attributable tactor,or any other person entity engaged in substantial activi
the additional income is in excess of $100. The designated agtes that helped the taxpayer to establish or maintain a market in
shallbe responsible for any combined group mersh@turn that this state.
is open under the 6-year statute of limitations, subject to the proviNote: UnderTyler Pipe Industries, Inc. Washington State Dept. of Revend@3
sionsof s.Tax 2.65 (3) (f) even if the designated agenteturn, US. 232 (1987), the U.S. Supreme Court held that it made fevadite whether the

. . \ : . taxpayers representatives were classified as independent contrac loyees.
asincluded in the combined return, is not open under the sm—y@@ﬂ S{%Smigto, Inc. vCarson 362 U.S. 207(1950)‘_0 smploy

sti‘\tutecs)f "miiatig';?; 71,20 (1) (b, and(7), 71,255 (1) () (3) FEDERAL LIMITATIONS ON TAXATION OF FOREIGN CORPORA
ote: SectionTax 2.67interprets ss/1. m), an N . i H S q :

(b), (8), and(9). 71.44 (1) (1m). and(3), 71.77 71.82 and71 83 Stats. TIOl;lSh (a) Federal constitutional mvisions. tl1 Article I, Sectlo?
History: EmR1001emeg. cr. ef. 1-15-10:CR 09-064cr. Register April 2010 8 Of the U.S. Constitution grantongress the power to regulate
No. 652 eff. 5-1-10;CR 12-01: am. (2) (d) 3Register July 201Rlo. 679 ef.  commercewith foreign nations and among the several states.
S‘é‘lz-R . See <. B 2.60 for definitions that relate to fhis section. S Statesare prohibited from levying a tax which imposes a burden

ross References:see s. . or detinitions that relate to tnis section. Se H H i
s.Tax 2.65 for more information on the duties of the designated agent. 8&26a oninterstate Or forelgn commerce. Howenhis does not mean
for more information on combined estimated tax requirements. statesmay not impose any tax on interstate commerce. A state tax
on net income from interstate commerce which is fairly attributa
Tax 2.82 Nexus. (1) BACKGROUNDAND SCOPE. (a) Every ble to the state is constitutionalN¢rthwestern States Portland
domesticcorporation, one incorporateshder Wsconsins laws, CementCo. v Minnesota; Wiams v Stockhamalves & Fittings,
exceptthose exempt under $&1.26 (1)and71.45 (1) Stats.and  Inc., 358 U.S. 45079 S. Ct. 357 o
everylicensed foreign corporation, one not incorporated is- W 2. Section | of thel4th Amendment protects taxpayers within
consin, is required to file a completeorporation franchise or anyclass against discrimination and guarantees a remedy against
incometax return, form 4 or 5, regardless of whethienot busi illegal taxation.
nesswas transacted. (b) Federal Public Law 86-2721. Under Public Law 86-272,
(b) A foreign corporation is “licensed” if it has obtaine@er ~ a state may not impose its franchisermome tax on a business
tificate of Authority from the department of financial institutionsselling tangible personal propertythe onlyactivity of that busi
to transact business in this state pursuant188.150] Stats. A nessis the solicitation of orders by its salesperson or representa
licensedforeign corporation is presumed to be subject iscdh-  tive which orders are sent outside the state for approvejex
sin franchise or income taxes. tion, and are filled by delivery from a point outside the state. The
(c) An unlicensed foreign corporation is subjectisconsin ~ activity must be limitedo solicitation. If there is any activity
franchiseor income taxes if it has nexus withistonsin. The pur Which exceeds solicitation, the immunity from taxation under
poseof this rule is to provide guidelines for determining whapublicLaw 86-272 is lost. _
constitutemexus, that is, whatusiness activities are needed for 2. This law enacted by congress in 1959, does not extend to:

a foreign corporation to be subject toidsbnsin franchiser a. Those businesses which sell services, real estate or intangi
incometaxes. The rule alsexplains how nexus applies to a-for blesin more than one state;

eigncorporation in the context of 81.255 Stats., relating to com b. Domestic corporations; or

bined reporting, and s77.93 Stats., relating to the economic

c. Foreignnation corporations, that is, those not incorporated
developmensurchage. in the United States.

(2) DeriNimions. In this section: 3. If the following activities are the only activities inisfon-

(a) “Business location” includes a repair shop, parts depasin of a foreign corporation selling tangible personal propemrty
ment,purchasing dice, employmenbffice, warehouse, meeting corporationis not subject to Wconsin franchise or income taxes
place for directors, sales fife, permanent sample or displayunderPL. 86-272
room, researchiacility or a recreational facility for use of employ 5 ysyal or frequent activity in tonsin by employees or
eesor customers. A residence of an employee or representajySresentativesoliciting orders for tangible personal property
is not ordinarily considered a business location of the employghich orders are sent outside tisite for approval or rejection.
unlessthe facts indicate otherwise. Facts that indjcate a resi b. Solicitation activity by non—employee independent-con

denceof an employee or representative is a business locatj . ) ; -
include the following: a portion othe residence is used exclu &?Qctors,conducted through theiwn ofice or business location

sively for the business of the employéne employee is reim in Wisconsin. . .

bursedor paid a flat fedor the use of this space by the employer; (4) WHAT cONSTITUTESNEXUS. If a foreign corporation under

the employees phonenumber is listed in the yellow pages or ofjkesone or more of the following activities, i& considered to

the Internetunder the name of the employer; the employee u ver)exus and shall be subject tasdbnsinfranchise or income

supplies equipment or samples furnished by the employer; or tHX€s: ] o )

spaceis used by the employee to interview prospective employ (&) General. Any of the following activities constitute nexus:

ees,hold sales meetings, or discuss business with customers. 1.  Maintenance of any business location ins#tinsin,
(b) “Loans” include any extension afedit resulting from includingany kind of ofice.

directnegotiations between the taxpayer anditstomeror the 2. Ownership of real estate inisonsin.
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46-17 DEPARTMENT OF REVENUE Tax 2.82

3. Ownershipf a stock of goods in a public warehouse or ofrdition,the rumerata of the sales facta in its goportionmeh computation must
consignmentn Wisconsin. includesales shipped to \.Mscor?sn customes for the entire yea 2010. .
(d) How to obtain ruling. Paragraplfa) and the statutory defi
ons summarized in paib) as to what activities constitute
nexusare not all-inclusive. A ruling may be requested about a
o ) particularforeign corporation as to whether it is subject tisW

5. Usual or frequent activity in i8€onsin by employees or ¢qnin franchise or income taxes by writing to théségnsin
representativesoliciting orders with authority to accept them. Departmenbf Revenue, Audit @hnical Services SectionCP

6. Usual or frequent activity in 18consin by employees or Box 8906, Madison, WI 53708.
representativesengaged i purchasing activity or in the perfor  Note: Section71.23(3), Stats., provides specific activities that do not constitute
manceof services (including construction, installation, assemblyexusin Wisconsin even if they exceed the protection.bf 86-272.
repairof equipment). (5) NEXusFORCOMBINED GROUPMEMBERS. (a) General. For

7. Other usual and frequent activitiesdipployees or repre acombined group, nexus is determined for the unitary busasess
sentativesn Wisconsin such as credit investigations, collection ¢ whole, as provided in §1.255 (5) (a)Stats. Therefore, if a
delinquentaccounts, conducting training classes or seminars fg¥mberof a combined group has nexus irisednsin and that

customerpersonnel in the operation, or repair and maintenancensxusis attributable to the combined grosipinitary business, all
the taxpayets products. membersof the combined group have nexus ifsgdnsin.

8. Operation of mobile stores ini¥¢onsin, such as trucks Example: Assune the same facss & the example in sub. (4) (c). In addition,

; ; _ assumeCorporation Y is a nembe of Combined Group XYZ, which repors mn a
with driver-salespersons, regardless of frequency calendaryear AlthoughGroup XY Z operate numerots gores autside Wisconsin

9. Leasing of tangible property and licensing of intangibltr the entire year none o the membes d Group XYZ had any nexus-creating
rightsfor use in Visconsin activitiesin Wisconsh until July 1, 2010, when Corporatia Y et up atemporary
g ' . office in Wisconsh in anticipation o the urcha® d the gorefrom Corporation W.

10. The sale of other than tangible personal property suchHsvever,Corporation Z hed sales shippedto Wisconsi customes during 2010.

i i i i H SinceCorporatian Y establishe nexus in Wisconsi during the year Group XYZ
realestate, services and intangibles irsdnsin. is considerel to have rexus in Wisconsn for its entire taxabke year Therefore,

11. The performance of construction contracts and persofm%pXYZ rrgstfil e gmbine_d V:Asd%qnsh Form 4 fo[) }h,e year20f010h01 the om-

i i i inedreturn Group must include its gpportionablancone for the entire tax-

services contra}cts .In NAtonsm.. L . ableyea (from dl storeg in the combinel unitary incometo be gportioned The

12. Engaging in substantial activities that help to establlszfﬂjs%onscibrmare'déhe %mbi%gmit%r{iggggmrpoéa@ Yzagci%rpgation

i i in\ i is hen determinel as cescri Ins . , Sats, and s Tax 2. . sum-

andmamta_\m a mgrket I_n W(.:OHSIH. . . ing dl of Group XYZ's Wisconsh sales ae atributable o Corporatiors Y and Z,

(b) “Doing business in this state” Additionally, if & corpora  Corporationsy and Z would be the anly corporatiors in the goup with Wisconsin

tion has any of the activities that are specifically included in thgeome. _ ]

statutorydefinition of “doing business in this state” {4.22(1r), (b) Effect of contolled group election.For a combined group

Stats.), the corporation has nexus except where prohibitetl by Ehathasmade the controlled group election provided if1s255

86-272 Therefore, the following activities constitute nexus i2m), Stats., the entire commonly controlled graupusiness is

4. Ownership of a stock of goods in the hands of a distributr%
or other non—employee representative iis&nsin, if used to fill
ordersfor the ownels account.

Wisconsinto the extent sulg3) (b) 3.does not apply: deemedo be a single unitarpusiness, and the commonly eon
1. Issuing credit cards, debit cards,tavel and entertain trolled group becomes a combined group. Therefore, if & com
mentcards to customers inig¢onsin. binedgroup has made the controlled group election and at least

. . . nemember of theombined group has nexus irisgbnsin, all
2. Regularlyselling products or services of any kind or naturﬁ1embersof the combined group have nexus ifsdénsin.

tO.CUStomerS in consin that receive the product or service | Note: See sTax 2.62for further discussion of the conceptafinitary business.

Wisconsin. Also see sTax 2.61 (4) (hfor details of how a corporatichexus may be fefcted
3. Regularly soliciting business from potential customers #y the wate's edge rules of combined reporting, and how these \watdge rules

Wisconsin may affect taxation of a corporationincome from a unitary business.

4. Regularly performing services outsideis@bnsin for ©) NEXUSFORECONSM'CﬁEVELOFﬁMENTﬁURCHARGEZ i a_cq(;
" " : e ; orationhas nexus under this section, the corporatiaoisi
which the benefits are received inidionsin. P ’

o - . .. eredto be doingbusiness in this state for purposes of 593
5. Regularly engaging in transactions with customersist W gtats. relating to theeconomic development surchar There
consinthat involve intangible property and result in recellos - tore, if a corporation, other tham corporation exempt from taxa

ing to the corporation from within &consin. tion, has nexus and has at least $4,000,000 of gross receipts from
6. Holding loans secured bgal or tangible personal propertyall activities for the taxable ygahecorporation is subject to the
locatedin Wisconsin. economicdevelopment surchge. The economidevelopment

7. Owning, directly or indirectlya generabr limited partner  surchargeapplies to each member o€ambined group separate
ship interest ina partnership that does business irsadhsin, ly.
regardles®f the percentage of ownership. Note: See s Tax 2.32for a cescriptian of what constitutes goss receips for pur-

8. Owning, directly or indirectlyan interest ira limited liabit ~ PSES @PPlying the $,000,00 threshold.

; ; : ; Examples: 1) Corporation A is incorporated outsidésédnsin and is not@em
ity company thatloes business in itonsin, regardless of the berof a combined group. Corporation A is licensed to do businessgokgin, but

percentageof ownership, ifthe limited liability company is all of its activities in Visconsin are protected byLP86-272. Therefore, Corporation
treatedas a partnership for federal income tax purposes. A does not have nexus. Corporation A is not subject to the economic development

N f tie t bl If ti h surchage because it does not have nexus iscdhsin.
(c) Nexus for ente taxable year If a corporation hasexus 2) Assume the same facts as Example 1, except that Corporation A is in Combined

in Wisconsin for any part of its taxable yedris considered t0 GroupABCD, which consists of Corporations A, B,&d D. Corporation D has a
havenexus in Visconsin for its entire taxable yeaggardless of warehousend several stores inigonsin that are panf the combined group’com

whetherthe activitythat created the nexus took place throughoﬂl"” unitary business. Since Corporation D has nexussedNsin, all corporations
in"the combined group have nexus irs@@nsin. Corporations A, B, and D have sales

theyear to Wisconsin customers but Corporation C does not. The gross revdigtensin
Example: Corporation W is a @lenda yea corporation that operate five retail  income.gross tax, and resultlng economic development sugelfar eactcorpora

storespne d which is in Wisconsin The gores mnstitue a uitary business Cor-  tionin the group are as follows:

porationW is rot in a @mbinedgroup. In the yea 2010, Corporation W gperated Corpora- Gross Wisconsin

onestore in Wisconsin On Augug 31, 2010, Corporation W ld the Wisconsin tion Receints Income
storeto Corporatio Y but continuel to operate the cher stores autside Wisconsin. p
BetweenSeptembe 1, 2010 and Decembe 31, 2010, Corporatian W hed ro activi- A $10,000,000 | $100,000 $7,900 $237

Gross Bx Surcharge

tiesthat would creak rexus in Wisconsin. Corporaticn W is mnsidere to have B $3,000,000 $400,000 $31.600 $0
nexus in Wisconsh for its entire taxabk year Therefore on its 2010 Wisconsin c $50’ 00(') 000 $0’ $'0 25
Form4, Corporation W must comput its goportionel share o Wisconsh income Y

basedbdn its goportionabé incone from dl of its gores for the entire year2010. In D $100,000,000 | $6,000,000 | $474,000 $9,800
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Tax 2.82 WISCONSINADMINISTRATIVE CODE 46-18

TheWisconsin income and gross tare computed using the method described irecordswhere thedepartment allowed the person a minimum of
s.Tax 2.61 Since the economic development surgbapplies to each member of ;
acombined group separately: 30 days from the date of request for the records to be provided.

+ Corporation A issubjectto the economic development surgebecause its This s_e(_:ond Wr_itten request for records ShaﬂUde'a statement
grossreceipts are at least $4,000,000. explainingthat if the requested records are paivided by the

« Corporation B is not subjettt the economic development surd&because its ifi i i
grossreceipts are less than $4.000.000. datespecified, the penalties provided by'$.80 (9m) Stats. may
 Corporation C is subject to the minimum $25 economic developsnectiage be |mposed.
becausets gross receipts are at least $4,000,000 and it has no gross tax.liability Examples: 1) The department issues a first written request for records to Gorpora
« Corporation D is subject to the maximum $9,800 economic development stion A on September 1, 2009, allowing Corporation A until Octob@069, to pre
chargebecause its gross tax of $474,000 multiplied by the economic developmeitte the records requested. Corporation A does not provide the requested records to
surchargeate of 3% exceeds $9,80the amount in excess of $9,800 is not imposedhe department by October 6, 2009. The departrissnes a second written request
eventhough the other members have economic development syedradbility of ~ for records to Corporation A on October 21, 2009, allowing Corporation A until

lessthan $9,800. November30, 2009, to provide the records requested. Included in this second written
Note: SectiorTax 2.82interprets ss71.22 (1r)71.23 (1)and(2), 71.255 (5)and ~ requestor records is a notification regardittge penalties provided by&1.80 (9m)
77.93 Stats. Stats. Corporation A does not provide the requesemibrds by November 30, 2009.

History: Cr. Register January1979, No. 277eff. 2-1-79; correction in (3) (b) 'hereforethe department may disallow theductions, credits, or exemptions or
1. made under s. 13.93 (2m) (b) 5.. StaRegister November 1993, No. 455 includein Wisconsin income the additional income to whilk requested records

EmR0943 emeg. r. and recreff. 12-31-09,CR 10-001r. and recrRegister June relateand impose a penalty equal to the greater of $500 or 25% of the addaional
2010No. 654 ef, 7-1-10:CR 12-01: am. (’1) (© (GRegjister July 2012 No. 679 N the adjustments made resulting from Corporation A not providing the records
eff. 8-1-12. ’ ' requested.

2) The department issues a first written request for records to Corporation B on

H DecembeR1, 2009, allowing Corporation B until January 20, 2010, to provide the
Tax 2.85 Penalty for failure to produce records . recordsrequested. Corporation B does not provide the requestends to the
under s. 71.80 (9m), Stats. (1) GENERAL. A person who fails departmenby January0, 2010. The department issues a second written request for
to produce records or documents, as provided ussl@ét.74 (2) recordsto CorporégionhB on F%bruary 8, i{:tlslmgwciing Chorporatiog B until March
,2010, to provide the records requestéttiuded in this second written request
and73:03 (9) Stats., that Were_ reques@ed by the department records is a notification regarding the penalties provided 1¥.80 (9m) Stats.
be subject to any of the followingenalties under §1.80 (9m)  CorporationB provides records to the department by March 10, 2010, but the-depart
Stats.: mentdetermines that the taxpayer did not provide some akttwrds requested by
. . . . March 10, 2010. Therefore, since the taxpayer didpmovide all of the records
(a) The disallowance of deductions, credits, exemptions @guestedy March 10, 2010, the departmenay disallow the deductions, credits,

incomeinclusion to which the requested records relate. or exemptions or include in Mtonsin income the additional income to which the
" . reguestedecords that were not provided relate and impose a pes@igl to the
(b) In addition to any other penalties that the department mg¥aterof $500 or 25% of the additional tax on the adjustments made resulting from

impose, a penalty for each violation that is equal to the greatethefequested records that were not provided.

$5000r 25% of the amount of the additional tax on any adjustment (4) WAIVER OF PENALTIES. (a) The penalties in this section

madeby the departmerthat results from the persarfailure to may be waived if the person whose records were requested can

producethe records. showthat, undeall the facts and circumstances, its response to the
(2) DerINITIONS. In this section: written request for records or its failure to respond to the written
(a) “Disallowance,™inclusion,” or “adjustment” means that requestor recordsvas reasonable or justified by factors beyond

an item is disallowed, included or adjusted through action takgHe persors control. In determining whether the penalties will be

by the department when a proposed assessment or refoatioer waived,the department may consider any of the following factors:
of assessment or refund is issued to a taxpayer 1. Death ofthe taxpayertax prepareraccountant or other

(b) “Records” include both paper and electrofdemats. responsibleparty . .
Examplesinclude bills, receipts, invoices, contracts, letters, 2. Onset of debilitating illness or injury of the taxpaytex
memos, accounting statements or schedules, general ledgd¥Epareraccountant or other responsible party
journalentries, and board of directsminutes. “Records” donot 3. Natural disaster such as tornado, flood or fire.
include items protected by attorney-client privilege, if the-tax 4. Records that were destroyed due to events beyond control
payerprovides a brief description or summary of the contents of the taxpayer or other responsible party and not due to neglect.
eachrecord, thedate each record was prepared, the person-or per 5. Any other facts and circumstances that the department
sonsvyho prepared each record, the person to whom each reggéflevespertinent.
wasdirected, or for whom each record waepared, the purpose by providing requested records after the time period required
in preparing each record, and how each element of the p”"”%?providing the records has expired, as provided in(@bshall
is met as to each record. . resultin a reduction of the penalties provided in sib.(a)and

(c) "Records requested wert provided” means that all (b) if the department determines that these records support a
recordsrequested were not providemlthe department within the reductionin the disallowance dnclusion previously made by the

time specified by the department. department.
(d) “Written request forecords” includes requests made by Examples: 1) Since Corporation C does not provide the records requested by the
letter,e—maiil, fax or any other written form. datespecified in a second written request for records to support interest expense

« . N . . deductedthe departmerissues a proposed audit report to Corporation C disallowing
(e) “Provided” means the records are providedelgctronic  ail the interest expense previously deducted, which represents the penalty provided

means or in paper format to the address specified by the depart 71.80 (9m) (a)Stats. Additional tax of $100,000 and the penalty as provided
mentin its written request farecords. If the address specified b)lfn s.71.80 (9m) (b)Stats., of $25,000 results in thwposed audit report from disal

. h . gwing this interest expense. Corporation C provides the records requested 26 days
the department is the perseribcation, the records are considerediterthe department issues the proposed audit report but beforetite of assess

providedon the datehe person notifies the department they arentis issued and explains, without any further detail, that they were toaithsy
ilablef . t that | ti otheraspects of their business to respond to the two written redaestsords by

availableror review at that locaton. the dates specified. In this situation, the failure to provide¢oerds requested is

(3) ProceDURES. Thepenalties in this section may be imposedot reasonable or justified by factors beyond the pesscontrol. In addition, the

; : rdsprovided do not suppoat reduction of the interest expense disallowed in the
if the records requested were not provided and the department osed audit report. Therefore, the interest expense adjustmentisdifiedso

vided the notifications in parga) and(b) regarding theecords  the proposecadditional tax of $100,000 and the original proposed penalty as pro
requested.The number of days established by the department féstedin s.71.80 (9m) (b) Stats., of $25,000 remain.

the person to respori the record requests should be reasonablg) e T 0 ees Ao B e Support the reporiod grogs recoipie by
basedon the facts of each situation. the date specified in a second written reqhest for records, the department issues a
(a) A first written requesfor records where the departmenﬂotggoftfe%?cisi;ge%%ﬁ rgg:ggelnfs'l;ggge%glfysgpﬁgg d%gﬁggﬂ(gmo(gg?gg for
allowedthe person a minimum of 30 days from the date of rEqué\%tiitional tax of $60,000, a negligence penalty of $15,000 and the penalty—és pro
for the records to be provided. videdin s.71.80 (9m) (b)Stats., of $15,000 resuilts in the assessmentifroiing
: : : ; these estimated receiptslr. Smith appeals the assessment, provides the records that
(b) A_fter the t'me_ perlc_nd to respora the flr$t written request wererequested during the audit, and explains that lgeféo providethe records that
hasexpired as provided in pgg), a secondvritten request for were previously requested.n this situation, the failure to provide the records
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46-19 DEPARTMENT OF REVENUE Tax 2.89

requesteds not reasonable or justified by factors beyond the persontrol. How (b) No interest may be allowed on income and frandaises

ever, the records provided show that unreported receigi® only 20% of the : e e
amountpreviously included by theepartment as estimated unreported receiptéf the refund is certified on a refund roll within 90 days of the due

Thereforethe unreported receipts adjustmisniodified to reduce the additional tax dateof the return or the date the return was filed, whichever occurs
from $60,000 to $12,00@he negligence penalty is reduced from $15,000 to $3,0q%te[ This treatment shall app'y to a refund of tm'tlngfrom

he original penal ided inaL. n f . :
ggg ’to Smcggggogénaty as provided in&L.80 (9m) (b) Stats., is reduced from o ernavment of estimated tax\sll as from withheld taxes.

3) Assume the same facts as Example 2, except th&@mth explains that he did (4) INTERESTON DEPOSITOF CONTESTEDTAXES. Any refund of
not previously provide the requested records because his accountant had posseggi@mount deposited with the departmpn[suant to 71.90 (1)
of them and was in the hospital when the records were requested duringlithe Stat hall include int tatth te of 3% ) f. rol e
In this situation the failure to provide the records requested is reasonpisitfied ats.,shall InClude Interest at the rate or 576 per year 1ro

by factors beyond the persercontrol. Therefore, the unreported recedisistment  the funds were deposited to the date refunded.
is modified toreduce the additional tax from $60,000 to $12,000, the negligence pen

alty is reduced from $15,000 to $3,000 and the original penalty as pravisi@d.80 (5) ExtensionPERIODS. If an extensiomf time is granted for
(9? (tb), S_teEtS-h%fg%S,OOO is waf}vig- 19-09CR 09-087cr Redister June 2010 filing an individual ir}comg or a corporate franc'hise or income tax
No. IGSS(A)L%K. 7T1—10; c?)??ggt'igrﬂ ?n.(S) (intro.) made undelc?r.‘.QZe(‘:(’zlls)(gg 7L,msetats., .retum‘any tax.es owing with the return are subject to Intere.St dur
RegisterJune 2010 No. 654 ing the extension period at the rate of 1@&6 year However if
thereturn is not filed or the taxpayer files but failgpgy the tax
Tax 2.87 Reduction of delinquent interest rate by the end of the extension period, the taxes owing become delin

under s. 71.82 (2) (b), Stats. (1) Procebures. The secretary quentand shall be subject to delinquent intenestier sub(2)
may reduce the delinquent interest rate from 18% to 12% per y&&m the end of the extension period until paid.

whenthe secretary determines the reduction fair and equitable, iflote: 2013 Ws. Act 20reduced the rate of interest on refunds of taxes and refunds

: R of the deposit of contested taxes from 9% to 3%. The 3% rate applies to refunds paid
the person from whom de“nquent taxes are owing: onor after July 2, 2013, regardless of theable periods to which the refunds pertain.

(a) Requests the reduction in writing, addregsetie Wscon- Note: Any individual income or corporate franchise or income taxes which were
sin Department of Revenue, DelinqueXTCollectionSystem, delinquentbefore November 1, 1975 were subject to delinquent interest at the rate
P.O.Box 8901. Madison. WI 53708 of 1% per month from the date the tax became delinquent to October 31, 1975 and

. S . at1.5% per month from November 1, 1975 until paid.
(b) Clearly indicates why it ifair and equitable for the rate of Note: For any tax refunded from a return which had a filing due date prior to

interestto bereduced. Information regarding one or more of thidovemberl, 1975, interest was computed at the rate of 6% per year from the due date
factorsunder sub(2) may be indicated of the return to October 31, 1975, and at the ®a8% per year from November 1,

. - 1975 to the date paid by the department.
(c) Is current in all return aneport filings and tax payments Note: SectionTax 2.88interprets ss71.03 (7)71.24 (7) 71.44 (3) 71.82 (1)and

for all matters other than the delinquencies for which intere@lH(?)tanWé-Qg () ftags- 1078, No. 2776, 2-1-79: rand recr(L), @) and
o H H Istory: . Registey January. , NO. Jer 2=1-/9; rand recr(l1), an

reductionis being sought. . (4),Register September1 983, No. 333ef. 10-1-83; renum(2) to (4) to be (3), (2)
(d) Pays the taxes, reduced amount of interest and any pened(5) and am., ci(4), Registey July, 1989, No. 403ef. 8-1-89;CR 14-005am.

tiesassociated with them within 30 days of receiving notice frofd (@). (4)Register August 2014 No. 70ef. 9-1-14.

the department of the reduction. _ )
Tax 2.89 Estimated tax requirements for short tax -

&) For combined group members, the designated agent J3c% 20 (4G T ST Goand7a 29 Stats

Note: See sTax 2.65for rules relating to the designated agent. certain corporations and persons other than corporations shall
(2) FACTORSFORSECRETARY'SCONSIDERATION. In determining Mmakeestimated tax payments. For sftastable years, estimated

whetheran interest rate reduction is fair and equitable, the secf%XNgjyg;ﬁg;iblsehigr?se?ﬁdn‘z (')':] 3052:?::2? ‘iv'iggt‘lh';gi%'.ggi)efore
B B . . Y nni uary 1, y I
tary may consider the foIIowmg factors: April 1, 1999, estimated tax includes tieenporary recycling surchge under s.

(a) The taxpayes prior record ofeporting and payment to the 77.93 Stats.
department. (2) DeriNiTIONS. In this section:
(b) The taxpayes financial condition. (a) “Corporation”includes corporations, tax—option (S) -cor
(c) Any circumstances which may have prevented paymepnrations, insurance companies, publicly traded partnerships
suchas death, imprisonment, hospitalization or other institutiotreatedas corporations in sectigfv04 of the Internal Revenue

alization. Code, limited liability companies treateds corporations under
(d) Any unusual circumstanceghich may have caused thethe Internal Revenue Code, joint stock companéssociations,
taxpayerto incur the delinquency or prevent its payment. common law trusts, regulated investment companies, real estate

(e) Any other factor which the secretary believes pertinemi_nvestmenttrusts, real estatenortgage investment conduits,

3) D Th ' hucleardecommissioning trust funds and virtually exempt entities
(3) DETERMINATION NOT APPEALABLE. The secretarg detef ;o qefined in s71.29 (1) (c) Stats.

minationunder this rule is not appealable. — ”
Note: SectionTax 2.87interprets ss71.255 (7) (bjand71.82 (2) (b) Stats. (b) Estimated tax payable means the amount calculated

~ History: Cr.Register February1979, No. 278ef. 3-1-79; am. (1) (intro.Reg- unders.71.09 (13)or 71.29 (9)or (10), Stats.
R 1 N a2 ged S35l J0-1-83iCR 10-095 cr. (1) (&) Register (c) “Persons other than corporations” includes individuals,
estatestrusts other thathose treated as cor.porations in. fay;,

Tax 2.88 Interest rates. (1) INTERESTON UNPAID TAxes ~ Partnershipexcept publiclyraded partnerships treated as cerpo
WHICH ARE NOT DELINQUENT. Unpaid individual income arorpe ~ Fationsin section7704of the Internal Revenue Code and limited
ratefranchiseor income taxes which are not delinquent but whickpPility companies treated as partnerships under the Infeval
areassessed bine department on or after August 1, 1981 shainueCode. .
bear interestomputed at the rate of 12% per year from the due (d) “Short taxable year” means a period of less than 12 months.
dateof the taxes to the date paid or delinquent. (3) NUMBER OF INSTALLMENT PAYMENTS REQUIRED. (@) For

(2) INTERESTON DELINQUENT TAXES. Any individual income shorttaxable years, the following number of estimated tax irstall
or corporate franchise or income tax delinquencies shall includentpayments shall be made:
taxgs) lecame elinquent unt Ea;e tixfs ‘:Z? 23' c;f individual 2. For periods of 2 to 3 months, one.

NTEREST ON REFUNDS. y refu individu .
incomeor corporate franchise or income tagésll include inter 3. For per!ods of 4 to 6 months, 2.
estat the rate of 3% per year from the due date of the return to the 4. For periods of 7 to 9 months, 3.
datepaid by the department, except as provided in(par 5. For periods of 10 tollmonths, 4.
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Tax 2.89 WISCONSINADMINISTRATIVE CODE 46-20

(b) Except as provided in p&e), for purposes of determining _\/\ﬁsci)_nsi?néaiincomebflor.tht(ra1 CLIJI‘I’ent ta}xgaé)ol/e yfetir if Ieg;;f\;;\n $250{OOO. T?erefore,
; ; ; estimated tax payable is the lesser of b of the tax current year return
the requlred n_umbem‘ estimated tax installment payments undégir; 100% of the tax shown on its prior year return, provided it had filed a tax return
par.(a), a portion of a month shall be treated as a full month. for that year covering a 12-month period. The tax shown on Corporasioatdrn
i for the preceding taxable year12—-month period, was $6,0000rporation As esti

(C) If a short taxable year t.ermmates b?”"e end of a month matedtax payable for the current taxable year is $3,000, $6,000 prids yaarx6
and anothertaxable year begins at that time, for estimated taonths/L2months.
installmentpurposes thdirst taxable period shall be treated as Note: Corporations having Wtonsin net income of $250,000 or more for the cur
endingon the last day of that month and the second taxable peri@itaxable year and estates or trusts haviigewsin taxable income of $20,000

shall be treated as beginning on the first day of the foIIowir\ﬂ(rjne%Z:O(L;he current taxable year may not calculate their estimatgdyakle

month. ( ; -
) ) ¢) Ninety percent of the tax calculated by annualizingake

Note: Refer to the examples of the estimated tax payment requirements for s| A . .
taxableyears involving a portion of a month that follow sub. (7) (b) 4. %ie income earned for the months in the taxable year ending

(4) DUE DATES OF INSTALLMENT PAYMENTS FOR CORPORATIONS. beforethe due date of the installment. The following special rules
For short taxable years, corporations, or the designated agen®BRY: . . . o .
providedin s.Tax 2.65 (3)a) 5, shall make estimated tax install 1. Corporations which determine their istonsin net
mentpayments on or before the 15th a@dyeach of the following incomesunder the apportionment method may compute their
months: annualizedncome using the apportionment percentage from the

(a) For periodsf 2 to 3 months, the last month of the taxablEeturnfiled for the previous taxable yeartlie previous yea
year. returnis filed by the due date of the installment for whible

(b) For periods of to 6 months, the 3rd and last months of tH@comeis being annualized and the apportionment percentage on

taxableyear that return is greater than zero. A corporation that has at least
. 250,0000f Wisconsin net income for the current taxable year

(c) For periods of 7 to 9 months, the 3rd, 6th and last monthis, 2150 compute annualized income using the apportionment
of the taxable year percentagdrom the return filed for the previous taxable year if the

(d) For periods of 10 tollmonths, the 3rd, 6t9th and last previousyears return is filed by the due date of the 3rd install
monthsof the taxable year ment,the apportionment percentage on that return is greater than

(5) DUEDATESOFINSTALLMENT PAYMENTSFORPERSONSOTHER  zero, and the apportionment percentage uisedomputing the
THAN CORPORATIONS. (&) Except as provided in paf®) and(c), first 2 installments is not less théme apportionment percentage
for short taxable years, persons other than corporations shall magedon that return.

estimatedax installment payments on before the 15th day of 2 Enities subject to tax on unrelated business taxable income

eachof the foll.owing months: _ _ andtrusts and estates shall annuatter incomes for the months
1. For periods of 2 to 3 months, the first month following thi the taxable yeagnding one month before the installment due
closeof the taxable year date.

2. For periods of 4 to 6 months, the 4th month of the taxable (7) PoRTION OF ESTIMATED TAX PAYABLE IN EACH INSTALLMENT.
yearand the first month following the close of the taxable yearrhe portion of the estimated tax payable in each installment
3. Forperiods of 7 to 9 months, the 4th and 6th months of thkependson when the taxpayer determines that the taxable year
taxable year and the first month following the closéhe taxable will be a period of less than 12 months and the numbestait
year. mentpayments required, as follows:

4. For periods of 10 tollmonths, theth, 6th and 9th months  (a) If an event that will terminate the taxable year before the
of the taxable year and the first month following the close of th#dof the 12th month occurs after the taxpayer has begun making
taxable year estimatedax payments, the initial estimated tax installment pay

(b) If a person other than a corporation files an income taxentsshall be based on 25% of the estimated tax payabletheith
returnon or before the last day tfe first month following the lastpayment adjusted for the fdifence between the estimated tax
closeof the taxable year and pays the full amount computed bability and the amount previously paid.
thatreturn as payable, that person need not make the last paymestamples: 1) Corporation Byhich has been filing tax returns on a calendar-year
of estimated tax. basis,receivedederal approval to change its taxable year to a fiscal year ending on

. . . July 31. 1o make the change, Corporation B files a franchise or income tax return
(c) Insteadof making estimated tax installment payments, @r the short taxable year beginning January 1 and ending July 31. Since this is a
farmeror fisher as defined in 1.09 (1) (a)Stats., may either pay periodof 7 months, Corporation B must makestimated tax paymentswanty—
the estimated tax in full by the 15t1ay of the first month after the five percent of the estimated tax shall be paid for each of the installments due March
. ! 1§and June 15. THealance of the estimated tax shall be paid on or before July 15.
closeof the taxable year or f_”e the tax return on or before the fifigtcorporation B estimated tax payable is $80,000, Corporation B must pay
day of the 3rd month following the close of the taxable yaat $20,000,25% x $80,000 estimated tax payable, for each of the installments due

March 15 and June 15 and $40,000, 50% x $80,000 estimated tax payable, for the
pay the full amount computed on that return as payable. installmentdue July 15.

(6) ComPUTATION OF ESTIMATED TAX PAYABLE. _Corporatlons 2) Corporation C, a calendar-year fjlareges into Corporation D on October 6.
andpersons other than corporatiaigll make estimated tax pay As a result, Corporation @les its final franchise or income tax return for the short

mentsequal to the lesser of the following amounts: taxable year beginning January 1 and ending October 6. Corporation C must make
h 4 estimated tax payments, each for 25% of the estimated tax payable. The install
(a) Ninety percent ofhe tax shown on the return for the taxablgentsmust be paid on or before March I6ne 15, September 15 and October 15.

yearor, if no return is filed, 90% of the tax for the taxable yearg %g%ré’é’g’;—fciﬁ"x §$31 &Sgggt:girﬁ?;tep(ﬁ';?fa%g%Of(z)?,eggrr]rzgrsigﬁrr:‘ e%tmust pay

b) For individuals, corporations having less than $250,000 of ,, | ° ' . - ' )
Wiéc%msin net income an% estates and g',[rusts having tlees (b) If an event that will result in a taxable year of less @i
$20,0000f Wisconsin taxable income for the current taxable,ye;{PomhsoccurS before the taxpayer has begun making estimated
the tax shown on the return for the preceding taxable, year ax payments, installment payments shall be made as follows:
vided the taxpayer filed a return for tipeeceding year covering 1. If one installment is due, all dfie estimated tax shall be
afull 12-month year When the current year is a short taxable yef@id at that time.
andthe preceding year was a periodl@months, the tax shown 2. If 2 installment payments are due, 75% of the estimated tax
on the returrfor the preceding taxable year may be prorated basstthll be paid for the first installment and 25% shall be paid for the

onthe number of months in the short taxable year remaininginstallment.
Example: Corporation A receives federal approval to change its taxable year from 3. |If 3 installment payments are due, 50% of the estimated tax
acalendar year to a fiscgear ending on June 300 Thake the change, Corporation Ilbe paid for the first installment and 25¥all be paid for each

A files a franchise or income tax return for the period beginning January 1 and encﬁ ol .
June30. On this short—period return, it reports net tax of $8,@@poration &  Of the 2 remaining installments.
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4. If 4 installment payments are due, 25% of the estimated t&f—@mple: t_Corﬁor'T\tiotﬂﬁha calend?r yge}r filemelgest ri]ntgéigrpt_)ration h Otrr: JU_lty
: ] . Corporation K elects the annualized income methoddtermining whether i
shallbe pald for each installment. paidsuficient estimated tax. Corporationd¥Msconsin net income is $300,000
Examples: 1) Corporation E owns 100% of the stock of Corporatiofitie corpe  thefirst 2 months of the taxable ye&t,400,000 for the first 5 months of the taxable

rationsfile consolidated federal income tax returns on a calendar-year basis. Y9ar.and $1,800,00r the first 6 months of the taxable ye&orporation K has
March 10, Corporation E sells all of the stock of Corporation F to third parties; sevé.0000f tax credits and its net tax due for the year ending July 14 is $135,000.
ing the afiliated group. For federal purposes, Corporations E and F file a censolf herefore Corporation Ks estimated tax payable is $121,500. For Corporétisn
datedreturn for the period from January 1 through March 10. Corporation F files’amonthyear the annualization factors are 3.5 (7 months/2 months), 1.4 (7 months/5
separatdederal return for the peridtbm March 1 through December 31. Since the months),and 1.167 (7 months/G_ months). Corporation K calculates its required esti
taxableperiod for Wsconsin purposes the same as the federal taxable y@arpe ~ Matedtax payments as follows:

ration F must also file 2 short-periodi¥onsin returnsFor the first taxable year First 2 First 5 First 6
CorporationF must make one estimated tax installment payment for 100% of the esti
matedtax liability on or before March 15. For the second short period, Corporation months months months

F must make 3 estimated tax installment payments. Thedyshent for 50% of the
estimatedax liability is payable on or before June 15. Since Martheisast month
of the first short period, April is treated as the first maftthe second short period.

Wisconsin net income $300,000 $ 1,400,000 $1,800,000

The second and third payments, each for 25%hefestimated tax, are due on or Annualization factor — 35 — 14 —Lie7

beforeSeptember 15 and December 15, respectiviélgorporation F$ estimated ; ;

tax for the period beginning Marci \nd ending December 81$150,000, Corpo Annualized income $1,050,000 $ 1,960,000 $2,100,600

ration F must pa75,000, 50% x $150,000 estimated tax payable, for the firstinstall Annyalized gross tax 82.950 154.840 165.947

mentand $37,500, 25% x $150,000 estimated tax payable, for each of the remaining ’ ’ '

2 installments. Tax credits 9,000 9,000 9,000
2) Corporation G huys 100% of the gock of Corporation H on Augug 29. Both .

corporationsompue herr incomes m a @lendar-yeabasis Corporatiors G ad Annualized net tax $73,950 $145,840 $156,947

H file aconsolidatel federdinconme tax retum for the period from Augug 30 Applicable percentage 22 5% 45% 90%

throughDecembe 31. Corporation H files a gparaé federdretum for the period
from Januay 1 throuch Augug 29. Snce the taxabk yea is the ame for Wisconsin - ;
andfederdpurposesCorporation H mug file 2 $ort—perial Wisconsh returns. Portion of annualized $16,639 $65,628 $141,252

Forthe first short taxabk year 3 estimatel tax installmen paymens ae required, tax

dueon o before March 15, June 15 aad Augug 15. Twenty—five percer of the esti- 0 ;

matedtax shal be paid for each of the installmens due March 15 and June 15 and 25% of estimated tax 30,375 60,750 121,500
thebalane d the estimatel tax shall be paid for the installmen due Augug 15. For Amount payable in 0 16.639 60,750

thesecord short period, 2 installmens ae payabke an or before Novembe 15 and i ;
December5. Since Augus is te lag month of the first short period, September preceding periods

is reatel & he first month o the £condshort period The firstinstallmen payment, Installment payable $ 16,639 $44,111 $ 60,750
dueNovembae 15 is for 75% of the estimatel tax and the ppymen due December pay
15is for 25% of the estimatel tax. Note: After the end of the taxable yegersons other than corporations shall use

scheduleJ and corporations shall use form 4U to determine whether they have made
(8) ANNUALIZED INCOME INSTALLMENT PAYMENTS. Under ss. sufficientestimated tax payment$axpayers with short taxable years shall adjust the
71.09(13) (d) and71.29 (9) (c) Stats., taxpayers may computeomputationsn those forms as provided in this section.

estimatedax installment payments by annualizing incometfier (9) CoMBINED GROUPS. For purposes of estimated tax require
monthsin the taxable year ending before the installment payents a combined group of corporations undefs255 (1) (a)
ment'sdue date. Corporations that are subject to a tax oR UnéRats . or acommonly controlled group under &1.255 (2m)
latedbusiness taxable income and virtually exempt entities mayats. shall be treated as if it were a single corporation.
compute estimated tax installment payments by annualizingnote: See sTax 2.66for rules relating to the payment of estimated taxesoly
incomefor the months in the taxable year ending beforelttie  binedgroups.

onemonth before the duate for the installment payment. Arnu Note: SectionTax 2.89interprets ss71.09 (9) 71.255 (7) and71.29 (5) Stats.

alized income installment paymesstsall be computed as follows: o\ e & oo Novomber 2010 No. o 15-1-10 0 o2am- @)

(a) Computation of annualized incom&xpayers shahnnu Cross References:See s. @ 2.60 forcombined reporting definitions relating to

oAt i i i . this section. See saX 2.63 for rules relating to the controlled group election under
alizeincome for the annualization period as follows: s. 71.255 (2m), Stats. See axR.65 for rules relating to the designated agent. See

1. Compute the Wconsin net income fahe annualization s. Tax 2.66 for rules relating to thEyment of estimated taxes by combined groups.
period,excluding adjustments which remain constant fpariod
to period,such as net business loss carryforwards and the amorti Tax 2.90 Withholding; wages. (1) The term “wages”
zationof adjustments for changes in the method of accountingneansall remuneration for services performieg an employee
2. Calculate theannualization factor for the annualizationfor an employer unless specificaéixcepted under 1.63 Stats.
periodby dividing the number of months in the taxable year by the (2) The name by which remuneration for services is desig

numberof months in the annualization period. natedis immaterial. Thus, salaries, fees, bonuses, commissions
3. Multiply the amount computed in sulid by the annualiza 9N sales, commissions on insurance premiums, pensions and
tion factor computed in sub@. retirement payand supplemental unemployment benefits are

wageswithin the meaning of the statute if paid as compensation

excludedfrom the calculation ofVisconsin net income in subd.for services performed by the employee for the emplsyee

1. which remain constant for each period. Individuals silat employer. . . L S
subtract the standard deduction. (3) Thebasis upon which the remuneration is paid is immate

Example: Corporation & taxable year begidnuary 1 and ends May 10. It haSrial in determining whether the remuneration constitutes wages.
Wisconsinnet income of $200,000 for the periivdm January 1 through February Thusit may be paid on the l?_)aSIS of ple_cework, or a percentage of
28. Corporation & annualization factor for that period is 2.5, calculatediiging ~ the profits, and may be paid hourlgaily, weekly monthly or
the 5 months of the taxable year by the 2 months of the annualization period. '&]qnua"y.

annualizedincome for that periodés $500,000, which is $200,000istonsin net . . ) A i )
incomex 2.5 annualization factor (4) Generallythe medium in which the remuneration is paid

(b) Computation of installment paymenf&xpayers shall cal is also immaterial. It may be paid in cash or in something other
culatetheir estimated tax installment payments baseanmual  thancash, as, for examplstocks, bonds or other forms of prop

izedincome for the annualization period as follows: erty. Howevers.71.63 (6) (i) Stats., excludes from wages remu
1. Determine the gross tax on thmount calculated under nerationpaid in any medium other than cash for services rtbein

par. () courseof the employés trade or business. If services are paid for
NS in a medium other than cash, the fair market value of the thing
2. Subtract from the gross tax under suhdany allowable  takenin payment is the amount to ineluded as wages. If the ser

tax credits, excluding estimated tax paid. viceswere rendered at a stipulated price, in the absence-of evi
3. Multiply the net tax computed in sulil.by the applicable denceto the contrarysuch price will be presumed to be the fair

percentagdrom sub.(7). value of the remuneration received. If a corporation transfers to

4. Subtract from the result in subd. any adjustments
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its employees its own stock as remuneraf@rservices rendered  Tax 2.91 Withholding;  fiscal year taxpayers.
by the employee, the amount of such remuneration is thedair (1) Exceptas provided in sul§2), amounts withheld pursuant to
ket value of the stock at the time of the transfer ss.71.64and71.67 Stats.jn any calendar year shall be allowed
(5) Remuneratioror services, unless the remuneration is sp@s a credit for the taxable year beginning in the calendar {fear
cifically excepted by the statute, constitutes wages even thougmatethan ondaxable year begins in a calendar yédae amount
thetime paid the relationship of employer and employee no longétallbe allowed as a credit for the last taxable year beginning in
existsbetween the person in whose employ the services were (#Bat calendar year
formedand the individual who performed them. (2) Any employee who reports income for taxation to the state
(7) Amounts paid specifically — either aslvances or reim 0of Wisconsin on a taxable year otftean the calendar year shall
bursements— for traveling or other bona fidedinary and neces beallowed as a credit fdhe fiscal year amounts withheld by his
saryexpenses incurred or reasonably expected to be incurre@irher employer in théiscal yeay provided the employgon or
the busines®f the employer are not wages and are not subjectiteforethe end of the first month following the close of fiseal
withholding. Traveling andother reimbursed expenses must bgear,shall voluntarily furnish the employee with 2 legiblepies
identified either by making aeparate payment or by specificallyandthe department of revenue with one legible copy of a written
indicatingthe separate amountghere both wages and expensstatementadapted to the fiscgiear but otherwise consistent with
allowancesare combined in a single payment. the written statement referred to in §4.65 (1)and71.71(1),
(8) Amountsof so—called “vacation allowanceghiid to an Stats..and the employee files a copy of the statement alathy
employeeconstitutesvages. Thus the salary of an employee dhe fiscal year return.

vacation,paid notwithstanding the absence from work, censti Note: SectionTax 2.91interpretsss.71.64 71.65 (1) 71.67and71.71 (1) Stats.
History: Cr. Registey March, 1963, No. 8%f. 4-1-66; amRegistey February

tuteswages. 1975 No. 230 efl. 3-1-75;, amRegistey July, 1989, No. 403eff. 8-1-89.
(9) Any payments made by amployer to an employee on
accountof dismissal, that is, involuntary separatfoom the ser Tax 2.92 Withholding tax exemptions. (1) An

vice of the employerconstitutes wages regardless of whether employeemayclaim the same number of withholding exemptions
employeris legally bound by contract, statute otherwise t0 for Wisconsin as are allowable for federal withholding purposes.
makesuch payments. The maximumnumber of federal exemptions allowable is eom

(10) Any amount deducted by an employer from the remungsutedby completing a federal form W-4, “Employs&¥thhold-
ationof an employee is considered to be a part of the empkyeigig Allowance Certificate.” An employee claiming the same
remunerationand is considered to be paid to the employee aamberof exemptions foboth state and federal purposes is not
remuneratiorat the time the deduction is made. Itis immateriabquiredto complete a formiWT-4, “Employees Wsconsin
that any act or law requires or permits such deductions. Withholding Exemption Certificate.” An employee witaims

(11) The term “wages” includes the amount paid by a@ different number of withholding exemptions foisabnsin than
employeron behalf of an employee, without deduction fritie  for federal withholding purposes shall provide driier employer
remuneratiorof or other reimbursement from the employee, owith a completed form WT-4.
accountof any tax imposed upon the employee by any taxing (2) An employee who had incurred kdsconsin income tax
authority. liability for the preceding taxable year and anticipateltabidity

(12) The value of any meals or lodging furnished to afior acurrenttaxable year shall be exempt from withholding if the
employeeby an employer is not subject to withholding if the valuemployeeprovides his or her employer with a completed form
of the meals or lodging is excludable from the gross income of W&r-4, “Employees Wisconsin Withholding Exemption Certifi
employeeunder the provisions of the Internal Revenue Cade, cate”which shows a claim for total exemption. For this purpose,
defined in s71.01 (6) Stats. atax liability is “incurred” if the employee had for the preceding

(13) Ordinarily, facilities or privileges, such as entertainmentyear,or anticipates for the current yeamet Wsconsin income
medicalservices, or so—called “courtesy” discounts on purchagéx due, i.e., gross tax less personal exemptions ofseowsin
furnishedor offered by an employer to employees generaifg return. If an employee is married, theistonsin marital property
not considered as wages subject to withholding, if the facilities laws fortax computation shall be considered in determining if the
privileges are of relatively small value and ardeséd or fur ~ €mployeemay claim this exemption.
nished by the employer merely as a means of promoting the (3) (a) Effective April 1, 1979, an employee may enter iato
health,good will, contentment or &fiency of employees. written agreement with his or hemployer to withhold a lesser

(14) Tips or gratuities paidlirectly to an employee by a cus amountof tax than indicated in the withholding tax tables, if the
tomer of an employeare excepted from withholding only if theemployee determines the lesser amount approximates the
tips are non—cash tips or if the cash tips received during the cougsaployee’santicipated income tax liability for the yeaForm
of a month are less than $20. WT-4A, “Wisconsin Employee Whholding Agreement”shall

(15) Withholding is not required: be used for this purpose and a completed copthefform shall
esent by the employee to the department within 10 days after it

(&) Upon amounts paid to an employee by the empleyeg filed with theemployer If the employee fails to notify the

employerunder a wage continuation plan for a period durin P . )
which the employee is absent from work account of personal gegarérggl?wgpgltgearseqlchl)rveigeldoge%‘sége(f)r éi;essggﬁislhmect
injuriesor sickness if such amounts aeempt from withholding P y »asp Y. : :
taxationunder the Internal Revenue Code, as defined7a.91 (b) The agreement between the employee and employer shall
(6), Stats. be r_enewed ea_lch yeaForcaIen(_jar year taxpayers, the agreement
(b) When, as provided by B1.66 (3) Stats., an employee eer EXPIreson April 30 of the year immediately following the year in
tifies to an employer that the employee incurred no liability faf/ich it was entered intoFor fiscal year taxpayers, the agreement

income tax for the preceding taxable year and anticipates rofPires4 months following the close difie fiscal year in which
incurring a liability for the current taxable year enterednto. To renew the agreement, an employee shall provide

Note: SectionTax 2.90interprets ss71.63and71.66 (3) Stats. anew form WT-4A to his or her employer and_Sme|t a copy of
History: Cr. Register January 1963, No. 86f. 2-1-63; rand recr(12), cr (15), the completed form to_the department as provided _ln(k_i?lf If
?g?gsﬁ““";;fh’ﬁlgﬁi’ %) 123?-1)4-(‘%)-6(% a(rg) ((21)2)(1(41)3 ?nd d(l(%ggl_stterju:y a new form WT-4A is executed before the expiration dates
,No. 271 efl. 8-1-78; am. (1), (4), (5), (8), (12), an gister July i i i i
1989.No. 403 ef. 8-1-89:CR 13-012. (6) RegisterAugust 2013 No. 692 desctrlbedn this paragraph, it shall supersede the previous-agree
9-1-13. ment.
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(c) If the department determindsat an agreement is incom  (2) FACTORSFORSECRETARY'SCONSIDERATION. In determining
plete,incorrect, or would result in an in$iefent amount otax whetheran interest rate reduction is fair and equitable, the secre
beingwithheld, the department may void the agreement by notifary may consider the following factors:
cationto the employer and employee. (a) The taxpayeés prior record ofeporting and payment to the

(d) Section71.83 (1) (b) 4.Stats., provides that any employeelepartment.
who enters into an agreement with the intentiefeat or evade the  (b) The taxpayeés financial condition.
proper withholding of taxshall be subject to a penalty equal to the ¢y If the taxpayer is a natural person, any circumstances which

differencebetween the amount requiréal be withheld and the ay have preventegsaymentsuch as death, imprisonment, hespi
amountactually withheld for thgeriod that the incorrect agree gjizationor other institutionalization.

ment was in déct. . (d) Any unusual circumstanceghich may have caused the
(e) Under s71.83 (2) (a) 5.Stats., any employee who willfully taxpayerto incur the delinquency or prevent its payment.
suppliesan employer with false or fraudulent information regard (e) Any other factor which the secretary believes pertinent.

ing an agreement with the intent to defeat or evadepthper 3) D Th '
withholding of tax may be imprisoned not more than 6 months gr. (3). DETERMINATION NOT APPEALABLE. The secretarg’ deter

fined not more than $500, plus the costs of prosecution, or botinationunder this rule is not appealable.

. . ) . Note: SectionTax 2.935interprets s71.82 (2) (d) Stats.
Note: Forms WT-4 and WT—-4A may be obtained by meduest to \iéconsin ; ! : . )
; History: Cr.Register February1979, No. 278ef.. 3-1-79; am. (1) (intro.Reg-
Department of Revenue,@? Box 8903, Madison, WI 53708. ister, September1983, No. 333¢f. 10-1-83.

Note: SectionTax 2.92interprets ss/1.66and71.83 (1) (a) 5and(b) 4.and(2)
(a)5., Stats. ",

History: Cr. Register November1977, No. 263eff. 12-1-77; am. (1) and (2), Tax 2.94 Tax-sheltered annuities. (1) GENERAL. (a)
_crt- (S)jRleglls$SgSeNpteT(?§%9883,1N%9333eﬁ. 13—1783(:36)1?-)(1&) ?m)i ®) éC)Re%- Paymentdor a tax—sheltered annuity purchased for an employee
Ister, July, , NO. ell. 6—1—ac9; correction In a), , (€) made under s H 5 H
13.92(4) (b) 7, Stats. Register November 2a1No. 671 by a public school system or by erempt educational, charitable

or religious oganization, which are excludable from the employ

ee’s gross income in the year of payment under sed@@rib) of

Tax 2.93 Withholding from wages of a deceased theInternal Revenue Code, aso excludable in the year of pay

emplogee . ar;(i ggml deatsh benefit p_aymentsl. @ G'.Eﬁ'h (Jnentfor Wisconsin income tax purposes.

ER.AL' e.CtI.O r71.64 (1) (a)Stats., requires emp OXerS to withho ,Note: The exclusion from gross incoras provided in sub. (1) (a) idattive Jan
Wisconsin income tax from payments of wages “to an employe@ary 1, 1965, when \iéconsin adopted the Internal Revenue Code as the basis for
Varioustypes of payments are made to the estate or to bereficianputingWisconsin taxable incomeRayments prior to January 1, 1965, were tax
riesof a deceased employee which resulted from the deceased i or Wisconsin income tax purposes. ,
son’semployment. The department shall follow the federalinter (0) All benefits paid under tax sheltered annuity contracts,

nal revenue service’policy in determining whether withholding including withdrawals, death benefits or annuitiaes included in
of income tax is required from these payments. federaltaxable income when received. ThésWénsintreatment

is described in sub$2) and(3).
(2) PAYMENTS SUBJECTTO WITHHOLDING. An uncashed check
originally received by a decedent prior to the date of death and(?) MILWAUKEE CITY AND COUNTY EMPLOYEE AND STATE
reissuedsubsequently to the decedsnpersonafepresentative TEAC."'EFS? RETIREMENT SYSTEMS. l\éo_rmal retirement benefits
shallbe subject to withholding of i&tonsin income tax. receivedfrom systems enumerated in74.05 (1) (a) Stats., are
P The followi exemptas provided by that section. The exemption is limited to

(3) PAYMENTS NOT SUBJECTTO WITHHOLDING. Thefollowing = navmentdrom theaccounts of those persons who were members
typesof paymentdo a decedert’personal representative or he”gf any of the systems on December 31, 1963, or who were retired
shallnot be subject to withholding of i¥¢onsin income tax: from any of the systems on or before December 31, 1BiB8v-

(a) Payments representing wages accrued to the date of deaidx, benefits received from tax-sheltered annuity deposits
but not paid until after death. describedn sub.(1) administered by these systems do not qualify
(b) Accrued vacation and sick pay for the exclusion from VEconsintaxable income provided by s.

(c) Termination and severance pay 71.05(1) (a) Stats. &x-sheltered annuity benefits shak

d) Death benefi h . . d distributi includedin gross income for Wconsin income tax purposes as

(d) Death benefits such as pensiarguities and distributions ey are for federal income tax purposes, except as provided in
from a decedent’interest in an employsrqualified stock bonus sub.(3).

planor profit sharing plan, as provided in74..63 (6) (j) Stats. _
Note: SectionTax 2.93interprets ss71.63 (6) (j)and71.64 (1) (a) Stats. (3) STATE TEACHERSRETIREMENT SYSTEM. (@) Tax-sheltered

History: Cr. Register February1978, No. 266ef. 3-1-78: am. (Lpnd (3) (d), @nnuitybenefits receivedy retired teachers on and after January
RegisterJuly, 1989, No. 403eff. 8-1-89. 1, 1974, shall be included in taxable income. No subtraction mod
ification from federal adjusted gross income mayaétewed,

Tax 2.935 Reduction of delinquent interest rate exceptas provided in pagb).
under s. 71.82 (2) (d), Stats. (1) Procebpures. The secretary  (b) If a school system purchased a tax—sheltered annuity for an
may reduce the delinquent interest rate from 18% to 12% per yeanployeeprior toJanuary 1, 1965, and the employee paids W
whenthe secretary determines the reduction fair and equitablec@nsinincome tax on theax—sheltered annuity deposit which was
the person from whom delinquent taxes are owing: usedto pay the 1964 annuity premium, a subtraction modification

(a) Requests the reduction in Writingl addregs&de V\kcon_ unders.71:05 (6)(b) 3., Stats, Sha” be a"OWed f0r the taX—She|_
sin Department of Revenue, DelinquemxTCollectionSystem, teredannuity benefits received on or after January 1, 1974, which
P.O.Box 8901, Madison, WI 53708. are included in federal adjusted gross income and upon which the

- o . employeepreviously paid a \gconsin income tax. The allowable
(b) Clearly indicates why it ifair and equitable for the rate of ¢ . cionmodification is the amount of deposit on which the

interestto bereduced. Information regarding one or more of th\‘IJ\Iisconsintax was previously paid less that portion, if aofithe

factorsunder SUb_(Z) may be |nd|cated.” tax—shelterecannuity benefits excludable from Mtonsin tax
(c) Is current in all return aneport filings and tax payments apleincome because of receipt prior to January 1, 1974.

for all matters other than the delinquencies for which IntereStExamples: In each example belgwssume the employee is a taxpayer who files

reductionis being sought. taxreturns on a calendar year basis.

(d) Pays the withholding taxeduced amount of interest and 1) An employee made a deposit of $200 for the purchase of a tax-sheltered annuity
i i ; ithi i, 1964, andhis amount was included ini¥¢onsin taxable income. When the
any penaltles associated with them within 30 days of recew''igmloyeeretires after December 31, 1973, a subtraction modification unéei0&

noticefrom the department of the reduction. (6) (b) 3, Stats., is permitted for the first $200 of tax—sheltered annuity benefits
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Tax 2.94 WISCONSINADMINISTRATIVE CODE 46-24

received. All subsequent benefits are taxable with subtraction modification residentwhen installment payments are received, the portions of

allowed. eachof these installment payments that represent gaitméerest

2) An employee made a deposit of $300 for the purchase of a tax—sheltered an : ;
in 1964, and this amount was included irs®@nsin taxable income. The employeeqwelome”om the sale are not taxable bysaonsin.

retired prior to January 1, 1974, and $120 of the benefits received were not included 2, |f the sale occurs while the seller is aMisconsin resident
in Wisconsin taxable income. A subtractimodification under s71.05 (6) (b) 3. : : : ; :
Stats. js permitted for the next $180 ($300 - $120) received after December 31, lﬁgd the seller is &Visconsin resident at the time installment-pay

All subsequent benefits are taxable with no subtraction modification allowed. Mentsare received, the portion of eachtbé installment pay

3) An employee made a deposit of $160 for the purchase of a tax-sheltered anfti§ntsthat represents gain is not taxable bgatnsin, but interest
in 1964, and this amount was included iis¥dnsin taxable income. The employeejncomefrom the sale is taxable. Howewiéthe seller is not a W&-
retired prior to Januaryl, 1974, and treated $200 of the benefits as nontaxable . P . . ! .
Wisconsinincome tax purposes. All the benefiéseived after December 31, 1973,85"‘?”“r(:*“s'd(:*“ﬂt at the time installment payments are feCElved, the
aretaxable with no subtraction modification allowed. portionsof each of these installment paymethizt represent gain
andinterest income from the sale are not taxable ligc@vsin.

Note: SectionTax 2.94interprets s71.05 (1) (a)Stats.
Note: For taxable years prior to 1975,74.07 (1) Stats., provided that for ig/

History: Cr. Registey April, 1978, No. 268efl. 5-1-78; r (1) (a) and (3) (b),
renum.(1) (b), (c) and (3) (c) to be (1) (), (b) &8l (b) and am. (@) and (3) (b), @M. ;i income taxation purposes, incamndoss derived from the sale of real prop
erty or tangible personal propeifiyllowed the situs of the propertynterest income

(2) and (3) (a)Register June, 1991, No. 42éf. 7-1-91.
andincome or loss from the sale of intangible personal property followed the individ
Tax 2.95 Reporting of installment sales by natural ual'sresidence. Therefore, if real property or tangible personal property which was
persons and fiduciaries. (1) GENERAL. The Wsconsintax Iocat(_edoutside Visconsin was sold on the installmenéthod prior to taxable year
treatment of installment sales by natural persons and fiduciarl€&> , ) o
s determined under the Internal Revenue Codefarcefinder s. .1 T portonof sach nstalmen payment that eprecents gain i 1ot arable by
71.01(6), Stats. Installment sales may be made of either real@ihetime payments are received, regardless of whether the payments are received
personalproperty Because for \gconsin purposes, at the timein 1975 or in any subsequent year
of the sale, theeller may be either a resident or nonresident, anc?) The portion of each installment payment that represents interest income is tax
the property maybe realty or personaltyangible o intangible, ISPy Wseonsi f e Seler 5 sbonsi eadert o e tme paymerts o
andmay be located within or withoWisconsin, special sitda theinterest portion is not taxable byistonsin.
tions that are not addressed in the Internal Revenue Code MaY5) TAXATION OF PROCEEDS FROM SALE OF INSTALLMENT
arisewhich afect the reporting of the sale. OBLIGATION. If the sale of an installment obligation, i.e., an-indi
(2) STusorincomE. Unders.71.04 (1) (a)Stats., all income vidual's right to unpaid installments from the sale of property
or loss of residenindividuals shall follow the residence of theoccurswhile the seller is a Wconsin resident, gain or loss on the
individual. A nonresidens income or loss derived from the sal&ale is taxable by Wconsin. Internal Revenue Code section
of real property or tangible persormabperty follows the situs of 453B provides that any gain or loss resulting from the disposition
the property Interest income of a nonresident and income froaf an installment obligation shall be consideasdesulting from
the sale of intangible personal property follows theividual's  the sale or exchange of the property in respect of which the install
residence. mentobligation was received. Therefore, if the sale of an install
(3) TAXATION OF PROCEEDS-ROMINSTALLMENT SALEOFINTAN-  mentobligation occurs while the seller is not as@énsinresk
GIBLE PERSONALPROPERTY. (a) Resident sellerlf the seller is a dent,gain or loss on the sale is taxable bisttinsin where the
Wisconsinresidentthe portions of each installment payment thanstallmentobligation resulted from theale of real property or
representgain and interest income from the sale which atangiblepersonal property located ini¥@onsin.
receivedwhile the seller is a resident of this state are taxable byexample: In 1990an lliinois resident sells istonsin real estate for $140,000.
Wisconsin. If the resident seller abandongsdbnsin domicile Theadjusted basis of the propeisy$70,000 which results in a gross profit pereent
and establishes residence in another state, neitfeegain nor ageof 50%. The seller receives a down payment of $40,000 and an installment note

) . . - . . of $100,000 for the balance. In 1991, after receiving a $60,000 paymentpoimtie
interestpayments receivesthile a nonresident is taxable byYiSA/  pal plus interest of $4,000, the instaliment obligatfsold for $45,000. The sefter
consin.

Wisconsintaxable income from these transactions is as follows:

(b) Nonresident sellerlf the seller is not a Wconsin resident, Wisconsin
the portions ofeach installment payment that represent gain and . Income
interestincome from the sale are not taxable bigstinsin. If the 190 Selling price , $140,000
sellersubsequently becomedMsconsin resident after the sale, Wisconsin adjusted basis 70.000
the portion of each installment paymeeteived after becoming Gross profit 70,000
a Wisconsin resident representing gain is not taxable isg&-
sin, but the portion representing interest on the installmentisiote Gross profit percent 50%
taxableby Wisconsin. Down payment received $40,000

(4) TAXATION OF PROCEEDSFROM INSTALLMENT SALE OF REAL Profit reportable (50% x $40,000) 20,000 -$20,000
PROPERTYOR TANGIBLE PERSONALPROPERTY. Upon the sale of real _
propertyor tangible personal property reportauter the instail Total Wisconsin Income $20.000
mentmethod: o )

(a) Wisconsin poperty. 1. If the property is located in Mton- 1991~ Paymenton principal received $60,000
sin and the seller is a Mtonsin resident, thportion of each Profit reportable (50% x $60,000) 30,000 $30,000
installmentpayment that represents gain @merest income from Interest received 4,000 0=
the sale is taxable by 8tonsin. Sale qf mstgllment obligation:

2. If the property is located in Mtonsin and the seller is not Lei:'gzgisrfjn aid balance of 45,000
aWisconsin resident, the portion of each installment payment that 40,000 | P d orofit d
represents gain is taxable bysébnsin. Interest income of a ron [0 19SS unpaid pro cue
residentis nottaxable by Visconsin. of $20,000 ($40,000 x 50%) 20,000
L. Gain on sale of installment

(b) Out-of-state poperty. For property located outsideis¥ obligation ($45,000 — $20,000) 25.000 25,000
consinwhich is sold in taxable year 1975 or thereafter:

1. If the sale occurs while the selleraisdMsconsin resident  Total Wisconsin Income $55,000

andthe seller is &Visconsin resident at the time installment{pay Note: SectionTax 2.95interprets ss71.01 (6)and71.04 (1) (a)Stats.

mentsare received, the portions of each of these installment p
mentsthat represent gain and interest income fronsétheare tax
ableby Wisconsin. Howeveif the seller no longer is aig¥¢onsin

a\History: Cr. Register January1979, No. 277eff. 2-1-79; rand recr(2) and (5)
(b) 2

.a. and b., am. (4) (a) and (b), (5) (b) Reegister Septemberl983, No. 333
eff. 10-1-83; rand recr(1), r (2), (3)(a), 5. (b) 1. (intro.), a. and b., renum. (3) (b)
to be (2) and am., renum. (4) to (8 and am., renum. (5) (intro.) (a) to be (4) (intro.)
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46-25 DEPARTMENT OF REVENUE Tax 2.957

(a.),renum. (5) (b) 2. (intro.) a. and b. to be (4) (b) (intro.) 1. and 2. and am., renum. (d) If the tax—option (S) corporation is not subject tsdln-
(6) to be (5) and amRegister March, 1991, No. 42%f. 4-1-01. sin’s income or franchise tax, ai¥¢onsin resident shareholder
shallattach to the \l8consin incomeax return a letter provided
by the corporation in lieu of ¥&consin schedule 5K-1 as required
in pars.(b) 2.and3. and(c). The letter shalinclude a schedule
showing the shareholdé& proportionateshare of the items of
incometaxableby that state, the adjusted gross income, and the
nettax paid.
(5) YEAR IN WHICH TO CLAIM INCOME TAX CREDIT. The credit
for income tax paid to another state shall be claimed on the W
nsinreturn for the year in which the out-of-state incommis

Tax 2.955 Credit for taxes paid to other states.
(1) DeriniTioN. In this section, “state” means the &@tes of the
United States and the District @olumbia, but does not include
the commonwealth of Puerto Rico or the several territoriga-or
nizedby Congress.

(2) CreDITSALLOWABLE. (a) Except as provided in suB),
anincome tax credit may be claimby a Wisconsin resident indi
vidual, estate, or trust for any net minimum tax or income tax p.
to another state upon incoroéthe individual, estate or trust taX gjjeredaxable Visconsin income.

ableby that state. ) o o .
. . . . Example: A Wisconsin resident receives income of $4,000 in 1992 from rental
(b) Except as provided in suf8), an income tax credit may propertylocated in lowa. The person files a 1992 declaration of estirtzatef $200

be claimed by a Wconsin resident shareholder in a tax—optiowith lowa, with $150 of estimated tax payments being made in 1992 and the fourth

; s ; i« quarterpayment of $50 being madeJanuary 1993. The lowa income of $4,000 is
(S) corporation for any net minimutax, income tax, or franchise reportedas income on the 1992 lowa anés@dnsin returns. The 1992 lowa income

tax paid bythat shareholder to another state on or measured t&eturn shows the following:

incomeof the tax—option (S) corporation. 1992 lowa Return
(3) CreDITSNOT ALLOWED. An income tax credit may not be lowa Rental Income $4,000
allowedfor: lowa Net Bx $ 185
(&) Income tax paido lllinois, Indiana, KentuckyMichigan Estimated @&x Payments _ 200
or Minnesota on personal service income earned in these states Refund $ 15
includedunder a reciprocity agreement. The taxpayer may claim a credit for net income tax paid to other states of $185
Note: Refer to sTax 2.02for information concerning reciprocity on the 1992 \léconsin return, even though a part of the tax was paid in 1993.

. . : . . Note: SectionTax 2.955nterprets s71.07 (7) Stats.
(b) Minimum tax or income tax paid to another state on INCOME 5101y Cr. Register December1978, No. 27efl. 1-1-79; am. (4) (b)Regis

considered neither taxable incomeWdsconsintax purposes Nor ter, January1981, No. 30lef. 2-1-81; r(2) (a) and (b), (3) (b), am. (2) (), (3)_(d)

atax preference item in theomputation of the W§consin mini  and(4), renum. (3) (c) to be (3) (b),and recr(5), Register September1 983, No.
tax. 333 eff. 10-1-83; am. (1), (2), (3) (a) and (b), (4) (intro.), renum. (3) (cv) to be (3)
mum (d), cr. (2) (b), (3)(c), (4) (c) and (d). land recr(4) (a) and (b)Registey June, 1990,
(c) Minimum tax paid to a state which does not classify tH¢o. 414 ef. 7-1-90; am. (3) (intro.), (a), (4) (b) 2., 3., (c) and RBgister April,

minimumtax as an income tax. 1993, No. 44gef. 5-1-93.

(d) Income tax paid to a countyity, village, town offoreign Tax 2.956 Historic structure and rehabilitation of

country. _ _nondepreciable historic property credits. (1) PURPOSE.
(4) HowTocLam A crepiT. The amount of income tax creditThis section clarifies the phrasfirst applies . . . for projects
claimedshall be entered on the line provided for net income t&gequnafter December 31, 1988is used itthe initial applicability
paidto other states on ¥tonsin income tax return fornor form ¢ s.71.07(9m)and(9r), Stats., as created 987 Ws. Acts 395
INPR. The credit may not exceed thesdbnsin net taxTo SUp  and399, respectively The initial applicability is provided in sec

port the credit claimedthe following information shall be tion710f1987 Ws. Act 395and in sectio203 (47 mp)of 1987
attachedo form 1 or form 1INPR: Wis. Act 399

(@) For a Wsconsin resident individual, estage,trust, attach 5y pegnrion o secun. In the initial applicability of s.
copiesof the other state’income taxeturn and the wage state 71.07(9m)and(9r), Stats., the date a project is “begun” mehes
ments,if any, to the Wsconsin income tax retum. ~ dateon which the physical work of rehabilitation commences.

(b) For a Wsconsin resident shareholder in a tax-op®) The physical work of rehabilitation commences when actual con
corporationthe federal subchapter S status of which is recognizggyction, or destruction in preparation for construction, eom
by the other state: _ o mences. The term“physical work of rehabilitation,” however
~ 1. If a Wisconsin resident shareholder files iadividual doesnotinclude preliminary activities such as planning, design
incometax return with that stateftach a copy of the other state’ ing, securing financing, exploring, researching, developing plans
incometax return to the W¥consin income tax return. andspecifications, or stabilizing a building prevent deteriora

2. If the corporation files a combined or composite return witiion, such as placing boards over broken windows.
that state on behatlf its shareholders who are nonresidents of thatNote: SectionTax 2.956interprets ss71.07 (9m)and(9r), 71.28 (6)and71.47
stateand pays the tax on their proportionate share of the incoﬁﬁlaaigtdo(f); SEtérgz ot 12-28-88: crRegister June, 1989, No. 402, 7-26-89:
eamedthere'attaCh t_O the Wgconsin income ta)_( re@urn either acorrectioyris in (1)génd (2) made hndergs. 1;.93 (@1)17., étaté.Regisier October
copy of the Wsconsin schedule 5K-1 on which is shoWn®@ 2002No. 562 correction in (1) made under s. 13.92 (4) (b) 7., SRégjister August
shareholder'share of tax paid to that state, or a letter as providegit3No. 692
in pac (d). . . ‘

3. If the corporation files a corporate income or franchise tax Tax 2.957 Relocated business credit or deduction.
return with that state and pays tax on or measureihbgme (1) PURPOSE. The purpose of this section is to prescribe the
earnedhere that is attributable to its shareholders who are nonrgtethodby which the percentage of the workforce payroll of a
idents of that state, attach to theistonsin income taxeturn businessand the dollar amount of wages paid to swehkforce
eithera copy of thaVisconsin schedule 5K-1 on which is showrmoved to this state during a taxable year shall be determined for
the shareholdes share of tax paid to that state, or a lettearas  PUrposef ss.71.05 (6) (b) 47.71.28 (9s)and71.47 (9s) Stats.;
videdin par (d). provide examples of actionisat may indicate a business has-relo

(c) For a Wsconsin resident shareholderartax-option (S) catedto this state from another state or country; and limit the

corporation the federal subchapter S status of which igemg ~ deductionprovided for in s71.05 (6) (b) 47. amb., andc., Stats.
nized by the other state, if the corporation pays an income er fran (2) DEFINITIONS. In this section:

chise tax on or measured by the income earned there, attach to tHa) “Business” means anyganization or enterprise operated
Wisconsinincome taxreturn either a copy of the ig¢onsin for profit, including a sole proprietorship, partnership, firm, busi
schedulésK-1 on which is shown the shareholdeshare of tax nesstrust, joint venture, syndicate, corporation, limited liability
paid to that state, or a letter as provided in (obr company,or association.
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(b) “Doing business in this state” htiee meaning givenins.  (b) Short—period eturns. Corporation franchise or income tax

71.22(1r), Stats. returnsfor periods of less than IRonths are due on or before the
(c) “Employee” has the meaning given in sectdr21(d) of federaldue date.
the Internal Revenue Code. (2) ExTENSIONS. (@) Automatic extensionFor corporation
(d) “Taxable year” has the meaning given in&k01 (12) franchiseor income tax returns, an automatic extension is allowed
71.22(10), and71.42 (5) Stats. for a period of 7 months or until the original due date ottrpo

ration’s corresponding federaéturn, whichever is laterlf any
extensionis obtained for federal purposes, that extension also
appliesfor Wisconsin purposes and is further extended for another
30 days after the federal due date. A copy of fedexstnsion
form 7004, or othefederal extension form, if applicable, shall be

(e) “Wages” has the meanimgven in sectior8121(a) of the
InternalRevenue Code.

(3) RELOCATION TO THIS STATE. For purposes of s§1.05 (6)
(b) 47,71.28 (9s)and71.47 (9s) Stats., actionthat may indicate

abusiness has relocated to this state from ansth& or country atiachedto any Wsconsin franchise or income tagturn filed

includethe following: _ underextension, even if the extension was remuested for fed
(a) Registering with the department, as provided in3s03  eral purposes.

(50), Stats. _ . o (b) Combined eturns. For corporations required to use com
(b) Registering to do business insgonsin with thedepart  binedreporting under 71.255 Stats., angxtension granted to
mentof financial institutions. the designated agent of the combined group is considered granted
(4) DoING BUSINESSIN THIS STATE. For purposesf ss.71.05 to each corporation in the combined group.

(6) (b) 47,71.28 (9s)and71.47 (9s) Stats., doingpusiness inthis  (¢) Estimated tax paymentA taxpayer who desires to mini
statefor any portion of daxable year means doing business in thigiize interest chayesduring the extension period may pay the
statefor the entire taxable yeaas provided in §71.22 (1r) Stats. estimatedtax liability on orbefore the original due date of the
(5) WoRKFORCEPAYROLL. For purposes of s81.05 (6) (b) 47. franchise or income tax return. The estimated tax liability
a, 71.28 (9s) (a2, and71.47 (9s) (a) 2 Stats., the determination includesthe economic development suraj@imposed under s.
asto whether 51% or moref the workforce payroll of a business77.93 Stats.
hasmoved to this state during a taxable year shall be made usingpte: See sTax 2.66for rules relating to the payment of estimated taxesohy
afraction, the numerator of which is the total amount of wag&§edgroups.
paid by the business during the taxable year to employees of the(3) INTEREST CHARGES AND LATE FILING FEES. (a) Regular
businessvho are residents of this state, ahe denominator of interest. Except as provided in pébp), additional tax due with the
which is the total amount of wages paid by the business during gfnplete return _and the economic developmesirchage
[axab|eyear to all emp]oyees of the business. Imposedunder 57793 Stats., which are not pald by the orlglnal
Example: During the taxable year imhich Business A begins doing business ind.uedate. are SUbJem interest at 12% per year du”ng the ex.ten
Wisconsin Business A pays $6,000,000wéges to employees of Business A whoSion period and 1 1/2% pemnonth from the end of the extension
areresidents of Wéconsin and $10,000,000 of total wages to all employees of Bugyeriod until the date of payment.

nessA. Sixty (60) percent of the workforce payroll of Business A movediszoi- . .
sin during t%le(taza{)ble year (6,000,000/10,80%/,000). (b) Delinquent inteest. If 90% of the tax shown on the return

(6) WORKFORCEWAGES. For purposes of s1.05 (6) (b)47. is not paid by the unextended due date of the returnljffeeence
a,71.28 (9s) (ap., and71.47 (9s) (a) 2Stats., the determination betweerthat amount and the estimated taxes pidg with any
asto whether at least $200,060wages paid to the workforce of interestdue is subject to intereat 1 1/2% per month until paid
abusiness has moved to this state during a taxable yeabshallegardles®f any extension granted for filing the retuffihe tax
madeusing the total amount of wages paidthg business during shownon the return includes the economic development sur
the taxable year to employees of the business who are residenggfgeimposed under §.7.93 Stats.
this state. (c) Late filing fee. A corporation return filed after the exten

Example: During the taxable year in which Business B begins doing business$#0N period is subject to a $150 late filing fee.
Wisconsin Business B pays $250,000 of wages to employees of Business B who arlote: SectionTax 2.96interprets ss71.24 (7) 71.255 (7) and71.44 (3) Stats.

residentsof Wisconsin. Viges of $250,000 paid to the workforce of Business B History: Cr. Registey February1978, No. 26efl. 3-1-78; am. (1), (2) (a) and
movedto Wisconsin during the taxable year (c), (3) (@) and (c), (4) and (Fregister SeptemberL983, No. 333eff. 10-1-83; am.

ifi (1), (2) (&) and (b), (4) and (5),(R) (c), renum. (2) (d) to be (2) (§egister February
tlor(l7r316|1_"Vg;A&(;l\ése%T}EF;E%I%'\%D(E)E?S)CE?aNm(ag l\(l)?g]osdtlggsa 990, No. 41Q eff. 3-1-90; r and recrRegistey December1995, No. 48Qeﬁ.
. y . ) AlTls My DLy 1 1-1-96CR 10-095am. (1) (a), (3) (@), (b),.of1) (am), randrecr (2), r (4) Register
if the amount otherwise eligible for tlmeodificationis less than November2010 No. 659ef. 12-1-10,CR 12-01: am. (2) (c), (3) () to (¢register
zero. July 2012 No. 679ef.. 8-1-12.
. . . . Cross Reference: See s. ax 2.60 for combined reporting definitions relating to

(b) The credit or deduction under this section may bt thissection. Ses. Tx 2.65 for rules relating to the designated agent. See2.66

claimedby abusiness that relocates tasdbnsin in a taxable year for rules relatingo the payment of estimated taxes by combined groups. Sze s. T

beginningafter December 31. 2013 2.67for rules relating to the filing of a combined return.

Example: Partner B determingbe amount otherwise eligible for the modifica . .
tion under s71.05 (6) (b) 47. bStats., is a loss of $5,000. Partner B may notmake 1ax 2.98 Disaster area |OS$€§. oy (a) Hurricanes,
amodification under s71.05 (6) (b) 47. hStats. fires, storms, floods, and other similar casualties may cause per

History: EmR1104 emeg. cr eff. 4-7-11; CR 11-023 cr. Register November i
2011No 671 eff 12-1-1: CR 14-005am. (7) (title), renum. (7) to (7) (@), ¢r)  SOnSto sufer losses from damage to property used in a toade

(b) Register August 2014 No. 70&f. 9-1-14. businesor for income-producing purposes for which insurance
coveragds nominal or nonexistent. Losses sustained from-casu
Tax 2.96 Extensions of time to file corporation fran - altiesof this kind may beleductible on a federal and asébnsin

chise or income tax returns. (1) DUE DATES. (a) General. Incometax return.

Exceptas provided in pargéam)and(b), corporation franchise or  (b) If a taxpayer sustainscasualty loss from a disaster in an

incometax returns are due on or before the 15th day of the 3atka subsequently determined by the president of the United

monthfollowing theclose of a corporatios’taxable year unless Stateso warrant federal assistance, secfi6b (i) of theInternal

an extension of time for filing has been granted. RevenueCode gives taxpayers the election to deduct thedioss
(am) For tax exempt corporations with unrelated business tdRe return for the current tax year or on the return fofinimaedt

ableincome, the franchise or income tax return is due on or bef@€!y preceding tax year

the 15" day of the % month following the close of the corpera  (2) (a) The Wsconsin income tax treatment is determined

tion’s taxable year unless an extension of timdifimg has been underthe federal Internal Revenue Code ifeeff under s71.22

granted. (4), Stats.for corporations and 1.01 (6) Stats., for individuals.
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(b) If a corporation, designated agent of a combined group,(68), Stats., on or before the close of the calendar year for which
anindividual desires to makée election after having filed ai8¥  the business desires registration.bésiness may not be registered
consinincome tax return for the preceding taxable ytar casu for a calendar year if the registration is not within the time pro
alty loss may be claimed by filing amended W¢consin return videdin this subsection.
for that year (b) A business that desires registration for the calendar year in

Note: For taxable years prior to 1987, thés@énsin corporation tax law was eon ich i i i i i i i
tainedin ch.71, Stats., and was not referenced to the federal law in regard to disaWhICh it begins doing business in this state stegister with the

[ i .
losses. Therefore, the election provisions in the Internal Revenue Code were a%paftmendurlng the following calendar year

availableto corporations for \l§consin franchise and income tax purposestfose Example: Business A begins doing business iisd®nsin on March 8, 2014.
years. The amendment allowing disaster losses for corporations was enat@8&rby BusinessA must register with thdepartment for calendar year 2014 between January
Wis. Act 27. 1, 2015, and December 31, 2015.

Note: The treatment describedtims section becamefe€tive with 1986 indiviel History: CR 14-005cr. Register August 2014 No. 70df. 9-1-14.

ual income tax returns filed in taxable year 198éction 71.02 (2) (me), 1985 Stats.,

wasagain renumbered, s. 71.01 (16), Stats1987 Ws. Act 312 For 1985 and prior . f : f

year income tax returns filed in 1986dprior taxable years, disaster area losses fro Tax 2.99 Da_lry anq hveSto_C_k farm 'n_veStment credit.

damageto property used for personal purposes were also allowed, as an itemigdd PURPOSE. This section clarifies certain terms as they apply to

deanﬁor’k /e of Note 2) on March 23, 1976, th dent of the Unit the dairy and livestock farm investment credit under74s07
ote: As anexample of Note 2) on March 23, , the president of the Uni

Stategdeclared tha?2 Wisconsin counties warranted assistance by the federal g&?”)' 71'28 (Sn) andr1.47 (3n) Stats. .
ermmentunder the Disaster Relief Act of 1974. This resulted from the damage duringVote: Sections’1.07 (3n)71.28 (3n)and71.47 (3n) Stats., were revised 2013

the severe rain and ice storm which occurred March 1 throudlt978in the follow S. Act 20to provide the crediinder this section may not be claimed for taxable
ing 22 counties: years beginning on or after January 1, 2014.
Note: 2005 Wis. Act 25renamed the “dairy investment credit” the “dairy &vme-
Calumet lowa Rock stockfarm investment credit,” &ctive for taxable years beginning onafter Janu
Columbia Jefferson Sauk ary 1, 2006. The term “dairy and livestock farm investment credit” as used in this
Crawford LaFayette Sheboygan sectionrefers to the “dairy investment credit” for taxable years prior to January 1,
2006.
Dane Manitowoc Vernon . . .
Dodge Milwaukee Walworth (2) DeriNiTIONS. In thissection and in s§1.07 (3n)71.28
Fond du Lac Ozaukee Washington (3n), a';ld71'47 (3n) Sta_ts" L Y
Grant Richland Waukesha (a) “Amount the claimant paid in the taxable year” means the
Green purchaseprice of facilities or equipment acquiradd first placed

o ) . . ig service in this state during taxable years that begin after Decem
An individual who sustained a casualty loss from this disaster in any of these, 22
countiesregardless of where that individual resided, could have electistiuct the bér31, 2003, and before January 1, 2017.

losson the individuab 1975 Visconsin income tax return. The election had to have “PNai i i ion” i
beenmade on or before April 15, 1977 for calendar year taxpayers, assuming the due(b) Dalry farm modernization or expansion has the meaning

datefor filing the 1975 Visconsin return was not extended beyanmil 15, 1077. asgiven in ss71.07 (3n)71.28 (_3n) andr1.47 (3n) Stats. "D_a_iw
If the election was not made, the loss was deductible on the taxp9e6 return. farm modernization or expansion” refers only to those facilidies

Note: Tax 2.98 explains some federal provisions relating to disaster area Iosg%ﬁ i i i i i i
andhow the Wsconsin law for individuals conforms to the federal, laawever it Ipmentn this state used excluswely on the Clalmamalry

does not explain all the details regarding casualty losses. Internal Revenue Sef@ke fe|at§—‘d to the dairy ammals located on the C|a|mah‘.ﬂry
Publication547, entitiedCasualties, Disasters, and Theftgy be helpful in under farm. “Dairy farm modernization or expansion” does not include
standingsuch details as how to deduct a casualty loss, what to do if the loss excqﬁ@purchase of:

income,how to adjust the basis of property damaged or replaced, how to report the . ..

amountreceived from insurance or other sources, and related casualty loss problems. 1. Equipment used for raising crops for sale.

Npte: SectionTax_ 2.98intgrprets ss71.01 (6)71.22(4), and71.255 (7) (b)Stats. 2. V\ehicles licensed for highway use, snowmobiles, and all-
History: Cr. Register April, 1978, No. 268eff. 5-1-78; r (2), renum. (3) to be terrainvehicles
(2) and am. (2) (a) 1. and (Iegister Septemberl 983, No. 333eff. 10-1-83; am. :

(1) % g o(zrll(b)z't{g#ns]' (12) ég@cgnfoz (}85be (22 2()6(1[));%2(1 (,b)tans &mgigterzlzoellgl?\‘ (c) “First placed in service” has the meanaggiven under
ary, , NO. . o—1-90] — am. egister November 0. : ]
856, of. 12~1-10-CR 13-012 am" (1) (h)Register August 2013 No. 69af,  1reas.Reg. section 1.167 (a)t1e) (1) (i) for purposes of comput

9-1-13. ing depreciation.
Note: Treas. Reg. s. 1.167 (ajt-{e) (1) (i) provides, in part, that property is first

Tax 2.986 Registration of a business under s. 73.03 placedin service when first placed in a condition or state of readiness and availability
(69), Stats. (1) Purrost. This section establishes the methof" & specifically assigned function. o .
of valuing property and the registration deadline for purposes of(d) “Milk production” means the activitpf producing and
s.73.03 (69) Stats. handlingmilk on the claimang dairy farm in this state féruman

(2) DerITION. In this section, “doing business in this state€oNSumption, but does not include activities sastansporting,
hasthe meaning given in §1.22 (1r) Stats. pasteurizingpr homogenizing milk or making butterheese, ice

creamor other dairy products.

(3) METHOD OF VALUING PROPERTY. For purposes of §.3.03 . . . . , .
(69) (b) 2, Stats.real and tangible personal property owned by . (€) “Used exclusively related to dairy animals” means used in
thebusiness shall be valueditstoriginal cost and real and tangi (IS state onfthe ckllalmastdalry farm tod@he ez(/clu?lon (I)f all other
ble personal property rented bye business shall be valued at aHsr\i?S-XgigctmTan( gtggirtel:;‘:tss nglt g;‘éﬁ;l'gg(gn)‘;rgﬂg?@ﬂ?se{ats
amountequal to the annual rental paid by the businessal®ss " sciong1.07 (3n)71.28 (3n)and71.47 (3n) Stats., were created BYO3
annualrental received byhe business from sub-rentals, multi wis. Act 135 effective for taxable years that begin after Decen®ier2003, and
plied by 8. beforeJanuary 1, 2010.

: ; History: Emeg. cr eff. 9-17-04;,CR 04-15: cr. Register March 2005 No. 591
(4) REGISTRATION DEADLINE. (a) Except as provided in par "1 205.cr 12-01: am. (iitle), (1), (2) (aRegister July 2012 No. 678f.

(b), a business shall register with the departnuenter s73.03  1-8-12.

Published under s. 35.93, Stats. Updated on the first day of ~each month. Entire code is always current. The Register date on each page
is the date the chapter was last published. Report errors (608) 266—-3151. RegistetMay 2015 No. 713
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